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Man’s Forward March 


HE HAS NOT BEEN ABLE TO CONQUER HIMSELF IN MASS 
By RAY LYMAN WILBUR, President, Stanford University 


Delivered at a Dinner in Los Angeles marking the opening of the new Union Station, May 3, 1939 


OME of our historians think that the wheel was the 

outstanding invention in human progress. We have 

become so accustomed to it as a part of our civilization 
that it is difficult for us even to think of getting along with- 
out it. Yet many of the Eskimos live under conditions where 
they have never seen a wheel, have no use for it, and operate 
various forms of cooperative living under the most adverse 
conditions with a considerable degree of success. There the 
sled, the dog, and the boat and oarsman with or without a 
sail, handle all of the problems of transportation not covered 
by the pedestrian. The comparatively recent marked increase 
in the number of human beings living on this earth of ours 
has been made possible largely through wheels. The trans- 
portation of goods and men has permitted the seasons to be 
defied, droughts to be fought, and the great tragedies and 
vicissitudes that come from natural causes to be greatly 
minimized. The wheel has been a great factor in teaching 
us how to work together. Working together, or ‘“‘coopera- 
tion” as we call it, has been the fundamental factor in the 
growth of all that we have about us that has come from our 
own efforts. 

Ideas spring up in the mind of the individual, inventions 
are based on the initiative of a person, research is largely 
individual or by a small group but the use of these products 
of the mind is a cooperative enterprise. 

Most of us Americans take pretty much for granted what- 
ever we find available for our use. Most of us think of the 
world as quite unfinished,—think in terms of constant change 
and development insofar as our immediate environment is 
concerned. Most Americans live to a considerable extent 
in the future. They are always looking forward to some- 
thing bigger and better. They have come up in a growing 
country where the population has increased and the facilities 
have multiplied at a staggering rate. 

While great individualists, there certainly is a great capac- 
ity among most human beings to act cooperatively and to 
work together. The successes both in war and in peace have 


come from this ability and the ways in which organization 
is brought about in government or in industry or business. 
All of us have seen the results that follow kicking over an 
ant hill. For a time it looks as though the disorder could 
not be corrected, but in a few hours reorganization has taken 
place, the dead ants have been carried out, old lines of traffic 
have been re-established and life in the ant hill proceeds 
about as before. We human beings cannot stand the degree 
of destruction that the colonizing insects, such as the ants 
and the bees, can stand, since our method of heading to our 
course is on an entirely differest basis. Our problem of in- 
creasing the human race, for instance, is an individual one in 
which the time element is of predominant importance. 

We hear a great deal about various forms of organization 
inside and outside of the government. We have become con- 
scious of many difficulties in our association together. We 
find ourselves faced with several important questions: 

(1) How can we cooperate without coercion? 


(2) How can we retain the God-given right to be dif- 
ferent and yet act in unison at least part of the 
time? 

(3) How can democracy train and keep the best 
brains that arise for its service? 


(4) How can we carry out so-called democratic proc- 
esses without enthroning mediocrity? When we 
glorify mediocrity or seniority we slip, insofar as 
getting ahead is concerned. 


Perhaps the most outstanding difficulty of organizing our 
civilization is due to the fact that we have certain inherent 
attributes that distinguish us from the animals. These are 
given various names,—ideals, ethics, morals, religion, pa- 
triotism, respect for truth, brotherhood, etc. But that all 
means that we have not only sources of great stimulation 
and great power but sources of great weakness if we allow 
ethical conceptions to develop what some people call “senti- 
mentality” or if we become impractical in the application of 
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ideas,—above all, if we fail to work together toward com- 
mon and useful purposes. 

Here on the Southern California plain, hundreds of thou- 
sands of years ago, lived great animals and birds that have 
passed away. We have their remains in our petroleum beds. 
We have a few of the surviving plants of a long ago period 
in the fan palms at the base of the San Jacinto Mountains. 
These animals and birds have moved out and we have moved 
in. It may not seem fair to you to ask how long we are 
going to stay; but certainly, from the standpoint of biolog- 
ical history, we shall not be able to stay over a prolonged 
period of time unless we learn to meet the problems of our 
civilization in a constructive and cooperative manner. There 
is no civilization more susceptible to disorder and warfare 
than one built in a semi-arid country. We know from the 
history of Africa and of Asia Minor that civilizations can 
come and go easily enough if there is a lack of wisdom in 
organization and a lack of sense in government. The easiest 
way for us to destroy ourselves is to do it ourselves. Man 
has conquered most of his enemies successfully, but he has 
not yet been able to conquer himself in the mass. 

Following the World War, one of the Czech engineers 
escaped from his war difficulties, found his way across Siberia, 
and eventually landed in California. In the height or the 
depth (according to the way you look at it) of the Bolshevik 
revolution he was captured by representatives of the Soviet 
in a small town. Upon examination his hands were found 
to be free from calluses. The sentence of the group was 
that he was not a worker and therefore should be shot. To 
this he agreed; but he stipulated that it would only be fair 
for them to have a surgeon examine his brain after he was 
shot to prove what a mistake they had made,—for they 
would find his brain full of calluses, as he had used it in 
guiding the hands of many others through blueprints and 
plans and in making work for the workers. Since this 
seemed so plausible, and there was no surgeon at hand, they 
turned the engineer loose. 

It is upon the human brain and the development of a few 
calluses through its use that we must depend if we are to 
succeed in perfecting our organization, in preserving our 
civilization, and in continuing our march forward. 

The human brain is the seat not only of intelligence but 
of affection and all of those features that we associate with 
mankind at its best. Nature provides us with a wide varia- 
bility in our minds and in our capacity to use them. Eugenics 
operates in such a way that there is no possibility of fore- 
seeing just how much intellectual capacity will develop in 
any single individual or in any group at any time. Great 
and unusual minds appear from time to time in all parts of 
the world. These individuals have provided us with leader- 
ship in ethics, in business, in science, in art and in literature. 
A certain number of men of great capacity arise also in the 
fields of government; but government, which is our term for 
the type of organized planning by which we operate our 





civilization, has become so complicated that it requires more 
than a casual brilliant leader for its sustained operation. We 
must make full use of wide variability in capacity to accept 
responsibility; for government requires great numbers of 
trained brains, of men of skill as well as good will. These 
men must be protected for long periods of service, or the 
intricate fabric of civilization can be easily destroyed. In 
government, as in the handling of disease, we must work 
more on the side of preventing difficulties than in curing 
them. Schools are certainly better than jails for building 
men and women. 

On an occasion such as this we naturally look back, be- 
cause we like to see where we have come from, how much 
we have advanced. Then, from our present vantage point, 
we like to look into a future full of promise of better 
things. Sometimes we forget as we look back and get senti- 
mental about the past the rough edges which seemed very 
disturbing at the time. Such a view of the past, though, 
should not make us lose sight of our advances in all direc- 
tions. In public health, for instance, there were things on 
the Field of the Cloth of Gold that would affront a sheep- 
herder of today. The past is sentimentally attractive and the 
future is stimulating. 

All of our steps forward in the advance of human progress 
will have to be made in consonance with the universal laws 
that govern the universe about us. We can in no way change 
these laws by anything that we may do. We cannot baffle 
them by religion or legislation nor overcome them by our 
superstitions. They are immutable, dependable, universal, 
and form the base lines from which all development must 
take place. Without these immutable and unchanging ele- 
ments of the universe we would be in constant confusion. 
With them we can constantly organize our discoveries, build 
on our past, and move on into the future. 

Southern California is great because it has been made 
great by what man has done with existing natural resources. 
It has had the advantage of using the wisdom of the ages in 
its up-building. It can go on using invention after inven- 
tion, as it has used the railroad, the airplane, the motion 
picture, the automobile, etc. It can develop a home for more 
and more happy human beings,—or it can, by perverse use of 
human qualities that we all possess, incite internal disorder, 
do foolish, wasteful and destructive things, developing a 
government that is meddlesome and harmful, involving itself 
in squabbles with members of the human family from other 
parts of the world, and destroying practically everything 
that has been built up. The power of the human mind and 
of the human spirit is great almost beyond conception; but 
that power can be as great in destruction as it has been in 
construction in this very area, unless there is full develop- 
ment of those qualities that some call religion, others call 
ethics. By whatever name these attributes are called, they 
refer to those spiritual elements in man without which he 
would be a beast, by using which he is a god. 


The Coal Industry in Tomorrow’s Business 


THE PRIMARY SOURCE OF OUR INDUSTRIAL DEVELOPMENT 


By JAMES D. FRANCIS, President, Island Creek Coal Company 
Delivered before the Chamber of Commerce of the United States, Washington, D. C., May 3, 1939 


for centuries past and will be for milleniums to come. 
A few days ago a noted scientist, head of the Cali- 
fornia Institute of Technology, Dr. R. A. Milliken, stated, 
“The primary reason for the profound change in man’s phys- 


B eens coal has been the servant of man 


ical world in the past 150 years has been the discovery and 
utilization of the means by which heat energy can be made 
to do man’s work for him.” He further added, “Coal, oil 
and water are now the major sources of cheap power and 
will continue for thousands of years,” adding also “although 
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oil will perhaps be gone in fifty years, coal will last for an- 
other millenium.” I give this quotation to indicate the scien- 
tific viewpoint toward coal. 

We are dealing, however, with tomorrow’s business and 
not the business of the next century. It is hard for us to 
project ourselves accurately into future generations; it is 
proper that we think of today’s and tomorrow’s business. 

Bituminous coal is and for generations has been, and in 
the immediate future will be, the primary source of power 
behind America in her industrial development. In the last 
quarter of a century it has shared its position with petroleum 
and to some extent with natural gas and water power. This 
will continue in the immediate future but we in the coal 
industry believe that the petroleum industry with its mar- 
velous development due to the expansion of the motor indus- 
try in the same period, will find better and more economic 
methods of making crude oil into gasoline, motor oils and 
other high-priced fuel, and will cease to sell a large part of 
its product as fuel oil and will thus cease to be an important 
competitor with coal for heat and power. I believe most of 
those engaged in the petroleum industries recognize that 
their products sold for heat and power is a waste of a nat- 
ural and irreplaceable commodity; that it is usually sold as 
a waste by-product regardless of cost or value. We, in the 
coal industry, are looking forward to the time when the 
wonderful research department of the petroleum industry 
will remove this irreplaceable produce as a serious competitor 
of coal by making it more valuable and useful to their indus- 
try and to the nation as a whole. 

The chemical properties of coal and petroleum are very 
similar and practically all the products derived from petro- 
leum are also derived from coal. Today there are approxi- 
mately a thousand commercial by-products made from bitu- 
minous coal which are of use in our everyday lives, and we 
in the coal industry are constantly surprised to find the things 
we are using every day are by-products from coal, as, for 
example, the bristles in our toothbrush, the surfacing mate- 
rial on our roads, the fertilizers for our farms and gardens, 
explosives for construction and war materials, all are com- 
mon derivatives from coal. Some of the most interesting 
things developed by new industries and now coming out, are 
by-products of coal. Some of our most expensive perfumes, 
most concentrated sweets and our most vivid colors as well 
as some of our most effective medicines are brought to us by 
the magic of chemistry working with coal. 

‘Today Japan, dependent for hundreds of years on her 
silk industry, is wondering if that nation’s economy is going 
to be torn down because the duPonts are making a real silk 
for milady’s garments from prosaic coal, rather than having 
it spun by the lowly silkworm from Japan’s mulberry tree. 
This present and future growth of the use of coal, like the 
by-products from oil, is probably going to further revolution- 
ize our world through the coming century unless our civili- 
zation is destroyed by mankind due to the utilization of the 
products of petroleum and coal, because our gas engines, 
high explosives and our poisonous gases are also coming from 
these by-products and, as instruments of war or peace, can 
be made to play a part in our happiness or the role of destruc- 
tion and waste, depending upon the use that is made of them. 

it, therefore, behooves us and industry in general to try 
to see that coal in tomorrow’s business is used to promote 
the common welfare rather than a universal destruction. 

America owns and controls the major portion of the 
world’s bituminous coal reserves, with an amount sufficient 
to last this nation, on the basis of the last ten years’ use, for 
more than three thousand years. These reserves are known, 
no discovery is needed. They are located in more than half 
of our states, and. our nation’s transportation systems have 





been built in centers where these coal supplies are easily 
available. No nation during the past half century has had as 
abundant a supply of cheap heat and power as that furnished 
by the bituminous coal industry of this country. It is, next 
to agriculture, the most important basic industry and without 
it our agricultural development to its present high state 
would never have taken place. It is of the highest importance 
to both the nation and the coal industry and it maintains its 
record of furnishing the industry of tomorrow with a steady 
and unfailing supply of efficient heat and power at a low 
cost. The coal industry recognizes that it must, like other 
industries, work for volume of production, expanded uses so 
that the entire public can benefit thereby, and that no monop- 
oly or monopolistic development is for the ultimate benefit of 
the industry. The industry recognizes that while research is 
beneficial to it and the nation, yet for many years to come, 
even though thousands of uses may be found for coal and 
its by-products, coal must and will primarily be used to fur- 
nish the nation power for its factories and transportation 
and heat for its citizens and its homes, and the proportion 
of the product that will be used for the chemical industry 
will be relatively small in total tonnage. The cost of the 
coal that goes into your factory or your home is from one- 
third to one-half the cost of similar coal in any other nation 
in the world. This, in spite of the fact that the wages paid 
labor in producing it in this country are more than double 
the wages paid on the average throughout the rest of the 
world, 

On this basis the coal industry has served the nation, its 
people and their industries efficiently and well. It was with 
a good deal of pride that I saw on Sunday at the New York 
World’s Fair the Consolidated Edison’s wonderful exhibit, 
the City of Light, beautifully portraying the life of New 
York City and the part that has been taken in it by this 
wonderful corporation. As I looked at the exhibit and saw 
the tremendous amount of service performed and money in- 
vested, I saw a statistical statement showing that this cor- 
poration uses five million tons of coal to transform the life 
of the city from darkness to light. To do this it produced 
millions of kilowatt hours of power, used thousands of em- 
ployees, and its vast resources, all working together to trans- 
mit this five million tons of coal, costing at the mines 
approximately ten to twelve million dollars and costing New 
York City, thirty to thirty-five million dollars, into heat, 
light and power to serve almost ten million people. All this 
could not have been possible without the bituminous coal 
industry. When we think of what is being done to furnish 
the light, heat, power and transportation to the city of New 
York by the company’s use of one per cent of America’s 
annual coal supply, and remember that this process is being 
repeated in varying scale in each city, village and hamlet 
throughout our nation, I think we get a better picture of 
what coal means in tomorrow’s business. 

Pioneering in coal development is completed. The quick 
development and expansion of the business is probably past. 
The railroad transportation systems built to haul this coal 
are probably completed for the coming century. The prob- 
lem now is as to how this industry shall best serve the nation 
and itself in the immediate future. 

In the normal years the production of bituminous coal 
should average around 450,000,000 tons. If we arrive at the 
eighty billion dollar national income, it should average five 
hundred million tons or more. The nations’ coal bill on this 
basis should be from two to two and one-half billion dollars 
per annum, but the coal industry itself would probably re- 
ceive in a maximum year not in excess of one billion dollars 
for itself, the remaining cost being represented by transpor- 
tation from the mines to the consumer. 
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From the standpoint of the coal consumer and the public 
it is of the highest importance that the nation’s fuel bill be 
reduced to the minimum, but this can only be done if the 
consumers are getting their supplies of coal and its trans- 
portation supply from a healthy, efficient and well organized 
industry. Tremendous progress has been made in modern- 
izing and mechanizing the bituminous coal mining industry 
in the past quarter of a century. Only in this way has it 
been possible to keep down the cost of coal and only by the 
expenditure of hundreds of millions of dollars and the invest- 
ment in modern machinery will it be possible for the nation, 
throughout the coming years, to have an economical supply 
of this necessary fuel. Only in this way will it be possible 
for the coal industry to compete with waste natural gas and 
by-product fuel oil, which must be consumed or wasted, as 
well as compete with federal subsidized hydro-electric power. 
To compete successfully it must maintain a sufficient volume 
of production to sustain itself, serve the public economically 
and provide the revenue tonnage for the carriers, whose 
financial ability to also serve the public depends upon their 
moving a large volume of bituminous coal. To accomplish 
this purpose the coal industry needs the cooperation of busi- 
ness, and business needs in its own selfish interest to cooperate 
with bituminous coal. 

There are no large companies in the bituminous coal in- 
dustry. The largest company produces less than three per 
cent of the total national production. The capacity and de- 
velopment of the present mines are beyond the immediate 
needs of the public and while the industry has served the 
public well and ‘efficiently it has not served itself well or 
wisely, and during the past twenty years its average record 
has been one of tremendous losses. These losses have weak- 
ened the industry and made it less able to efficiently meet the 
growing demands upon it. From an engineering, operating 
and production standpoint, bituminous coal has done to date 
a marvelous job. If it is to continue to do this it must find 
a way to make profits instead of sustaining losses, otherwise 
it will not have available the hundreds of millions of dollars 
necessary to keep it modernized, economical and competitive. 

Physical consolidations of coal properties under well- 
financed management, giving to the industry some substan- 
tially larger units, would be of assistance in giving us a 
stronger industry. The earning record in the industry does 
not interest bankers and investors. The tax laws, both in 
the states and the nation, make the consolidations and new 
combinations difficult and almost prohibit the building of a 
large financial structure necessary to bring about physical 
consolidations. This has been true for a good many years. 

I have been talking about cheap fuel and cheap power, 
and paradoxical as it may seem, the only way to keep cheap 
fuel and cheap power is to have a high enough price for coal 
to provide the money to bring about the necessary moderniza- 
tion and mechanization of the industry. Low prices for coal 
mean old tools and older and cruder methods and higher cost. 

The industry realizing its inability to set up physical 
mergers has for many years thought of combinations for sales 
in regional units and has made efforts to bring about such 
regional selling agencies but have had their efforts rewarded 
time and again by misapplication of the anti-trust laws by 
the Federal Department of Justice. The government for 
many administrations mistakenly branded every attempt at 
sound cooperative merchandising as conspiracies in restraint 
of trade and has broken up all efforts of the coal industry 
for years to cooperate in mutual selling arrangements, and 
then charged it with inefficiency and unwise industrial prac- 
tices. 

The coal industry, through the National Coal Association, 
in 1931 and 1932 organized regional sales agencies and 


started one of these agencies in operation. The day before 
it was to start the Federal administration notified its officers 
that civil and criminal proceedings would necessarily have to 
be taken unless the matter was first tested out in the courts. 
Proceedings against the trial agency, Appalachian Coals, 
Incorporated, were begun and delayed it in starting business 
until after a long, difficult and expensive trial, ending when 
the Supreme Court in March, 1933, found for the industry 
and against the government, deciding that regional sales 
agencies properly administered were not and are not unlaw- 
ful. This method of selling and distribution cut distribution 
costs very materially but also enabled consumers to buy more 
intelligently, and if successfully operated will give the indus- 
try the necessary money to enable it to meet the public needs. 
Unfortunately, the present administration also desiring, as 
have past administrations, to help the coal industry, first 
gave us the NRA and then a series of coal-control acts, none 
of which have been effective or operative and all of which 
have greatly disturbed the normal processes of the industry 
and have prevented the growth and development of the 
regional sales agencies, even though the present bituminous 
coal act permits and the Commission has authorized several 
such agencies to operate subject to governmental restrictions 
and control. These restrictions and control have resulted in 
the industry having, during the past five years, the most un- 
profitable period in many decades; and if the coal industry 
of tomorrow is to furnish the public the cheap fuel and 
power necessary to serve itself, it must be released from gov- 
ernment control and management. Can any of you gentlemen 
visualize in your own businesses, other than coal, coming to 
Washington and having a Board in the capital of the nation 
fix the detailed prices of everything you sell in every market 
in which you sell it? Can you conceive of any commission or 
bureau, however wise and howsoever efficient, setting up 
prices regardless of the law of supply and demand, regardless 
of seasons, regardless of booms or depressions, that will per- 
mit goods and merchandise to move in the markets in any 
normal or profitable way? Many of us in the coal industry 
feel that unless this effort of government control and man- 
agement of our business is modified and changed our industry 
will become frozen, progress will stop, and the industry will 
deteriorate and the nation will suffer. 

If the coal industry is as vital to America as I feel it to be, 
and as the record will prove to anyone who will investigate 
the subject, it is now high time that the business of America 
interests itself in anything that restricts or limits the coal 
supply of the nation. 

You are told frequently that England has a coal control 
act; that England’s coal industry is prospering and that we 
are modeling our coal control legislation on England’s ex- 
perience. Nothing could be further from the real facts. Eng- 
land does not know what coal control means in the terms 
that we use over here. The British government has pro- 
moted sales agencies and has permitted and promoted the 
use of quota systems similar to the quota systems being used 
in the petroleum industry in some of our states today. It has 
not set up a monopoly but has authorized the industry to 
effectually do what we try to do in the regional sales agency 
and has permitted and legalized a quota system, based on 
proportions of available market, but that country has an in- 
dustry management, industry responsibility and industry con- 
trol, and not a government control and management of its 
coal industry. If you are interested in the future of the coal 
industry you should be interested in the coal industry being 
operated by business and not by government. While it is 
often said the coal industry has, through district boards and 
other groups, the control of the machinery to run its own 
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affairs, this statement is incorrect because these boards only 
have the power of suggestion and under the system we have 
set up in this country, and which has cost the industry mil- 
lions of' dollars without any tangible results that are bene- 
ficial, the control over all of our prices, all of our sales 
policies and plans, is in the hands of a Washington bureau. 
Our coal industry in 1937 and 1938 lost probably more than 
one hundred million dollars, while the British coal industry, 
being handled by the industry for the industry, was able to 
show substantially increasing profits every year for the past 
five years. We, with our various experiments, have gone 
deeper and deeper into debt during each of those five years. 
The coal industry is willing and the men in the industry 
are capable and competent but it needs the privilege of work- 
ing out its own problems, with government encouragement 
and help rather than government control and dictation. If 
this can be done the coal industry can better serve the public 
with more efficient production, preparation and sizing of its 
coals, and the efficiency and savings that will be made and 
gained, like any other industry needing volume, can and will 
be passed on, when made, in lower prices to the public. 
There is one other problem wherein the coal industry is 
greatly handicapped and that is in the fact that its transpor- 
tation cost is out of line with other transportation costs. Oil, 
vas and hydro-power are moved cheaply by pipe lines, by 
tankers, and over high tension wires. Coal is still moved by 
rail. It constitutes almost one-third of the carriers’ total 
freight tonnage and one-fifth of the total revenue freight. 
‘The revenue received is equal to all passenger fares and is 
immensely more profitable. Because many of the carriers 
apparently have felt and the Interstate Commerce Commis- 
sion apparently has felt, that coal, being heavy and being 
moved in volume and being a long distance from market, 
could not escape transportation and could be forced to pay 
whatever was demanded in freight rates, the Interstate Com- 
merce Commission has approved these rates and has advanced 
them by general orders until they are now double what they 
were prior to the War. Since more than half of the delivered 
cost of coal is represented by transportation, these high 
freight rates have handicapped coal in its competitive sales 
against all other forms of fuel; and a large part of the loss 
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in coal production in the past two years has been due to high 
transportation costs, because a difference of 25¢ or 50¢ a ton 
and often 5¢ or 10¢ a ton, has transferred a coal consumer 
to oil, waterpower or natural gas. It has deprived the rail- 
roads of one hundred or more million tons of revenue freight, 
it is retarding and stifling other business on the lines of these 
same carriers because the loss of coal production has para- 
lyzed many of their communities. In my opinion the rail- 
roads would be more than compensated in additional revenue 
if they would make and the Interstate Commerce Commis- 
sion would approve, freight rates that are in line with the 
value of the service rendered. I recognize the railroads them- 
selves constitute one of the largest purchasers and consumers 
of coal, but if a 10 per cent reduction in coal rates would 
result in a 20 per cent increase in the revenue movement of 
coal, the railroads’ net revenue would more than compensate 
them for the reduction and go a long way toward giving coal 
the necessary impetus to put it on a sound financial basis 
that will enable it to properly serve the American public and 
itself. With lowered transportation cost, more efficient 
machinery and operation, better selling combined with proper 
chemical research, the coal industry will tomorrow again 
assume its rightful position in American industry. 

We all know that “no man liveth unto himself alone” and 
this is equally true of all mankind and applies also to his 
activities. We are interdependent, so tied together and so 
intertwined in our field of endeavor that if we have one 
weak member in our vital business life and organization, it 
affects the whole body, and I think American industry and 
business must recognize that if it is to be prosperous its 
competitors must be prosperous. We cannot be prosperous 
in any other way; we cannot be prosperous by some indus- 
tries saying, “We have no interest in coal—we have no in- 
terest in petroleum—we have no interest in motors—let them 
look after themselves.”” We only come here in this U. S. 
Chamber of Commerce for mutual help and mutual strength. 
The coal industry needs help from other industries and it is 
willing to give itself to other industries insofar as it is able; 
and I urge upon you the necessity of giving aid to the gov- 
ernmental problems of the coal industry in the interest of 
your own welfare. 
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WE WILL NOT ALTER OUR PRINCIPLES 


By PRESIDENT FRANKLIN D. ROOSEVELT 
Delivered before the Forum of the American Retail Federation, held at Washington, D. C., May 22, 1939 


Y fellow Retailers: 
M You have the advantage of me, because I have 
no bargain basement. As I look over the room, I 
see all of you are retailers except one, and that is Henry 
Morgenthau. He is a wholesaler. 

I am happy to speak at this first forum of the American 
Retail Federation. I feel a kinship between your business 
and mine. ‘The backbone of the customers we are both trying 
to satisfy is the same—in your case the many small customers 
whose steady demand for the necessities and a few luxuries 
of life make up your volume—in my case millions of average 
American families whose standard of living is the practical 
measure of the success of our democracy. 

For you who are in the honorable business of storekeeping, 
the flow of consumer purchasing power determines the differ- 
ence between red and black on your account books, and for 


the nation the difference between unemployment and pros- 
perity. 

That is why I want to devote this opportunity to a dis- 
cussion of government fiscal policy in relation to consumer 
purchasing power. 

Some highbrow columnists and some high-geared econo- 
mists say that you and I think too much about consumers’ 
purchasing power and look at our economic problems from 
the wrong end. They say that we should glue all of our 
attention on the heavy industries and should do everything 
and anything just to get these industries to work and to get 
private investors to put up the money to build new buildings 
and new machines without regard to the average consumer’s 
need or his ability to use these buildings or machines. 

By and large, you will find that these experts are the same 
as those who in 1929 told us that conditions were sound and 
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that we had found the way to end poverty when we were 
building luxurious office buildings, hotels and apartment 
houses which consumers did not need and had not the pur- 
chasing power to pay for. 

Today, in 1939, they tell you that conditions are not sound 
because we are trying to build the sort of houses and other 
things which our people really need, and because we are try- 
ing to make sure that our people have the purchasing power 
to pay for these things. 

They were unrealistic and theoretical when they were 
prophesying their new era in 1929—they are just as unreal- 
istic and theoretical and wrong—when they are prophesying 
national bankruptcy in 1939. 

To translate this into terms of the retail trade, the shelves 
of heavy industries in 1929 were seriously overstacked. You 
know what happens to storekeepers if they buy twice as much 
as the public can buy from them. 

In the last analysis, therefore, consumer buying power is 
the milk in the cocoanut of all business. 

Whether you are a big department store or do business in 
a small way on the main street of a small town, your sales 
are dependent on how much money the average family in 
the community earns. That is a homely way of putting it, 
but it is an eternal truth. 

That is one reason why I have talked about the one-third 
of our population that is ill-clad, ill-housed, ill-fed. That 
third—forty million people—can buy very little at the stores. 
Therefore, their local stores can order very little at the fac- 
tories. Some of my friends laugh at me when I stress this, 
laugh at efforts to establish minimum wages. But the little 
and the big storekeeper understand and know they will sell 
more goods if their customers have more money. I want, 
and I think I have your help, to build up the purchasing 
power of the average of your customers. 

How shall we produce more customers with more money? 

One school of thought is what I call the school of the 
gamblers. You find some of them in every community, as 
well as in Wall Street; and some of them, the political 
variety, even in the halls.of the Congress and State legisla- 
tures. 

That school is eager to gamble the safety of the nation and 
of our system of private enterprise on nothing more than 
their personal hunch that if government will just keep its 
hands off the economic system customers will just happen. 
I use the word “gamble” because there is no modern experi- 
ence to support their theory. 

In fact, modern experience denies their theory. Between 
1925 and 1933 government abandoned practically all concern 
for business and put into effect a tax system such as “Old 
Dealers” dream about. Customer and the buying power of 
customers were left just to happen. You know how many 
and how much happened. 

These people who are playing the “it may happen” hunch 
today are actually the wildest-eyed radicals in our midst, 
because despite proved failures they want to gamble on their 
own hunch once more. 

In the other school of thought we are conservative New 
Dealers. We are the conservatives because we simply cannot 
bring ourselves to take radical chances with other people’s 
property and other people’s lives. 

Now the owner of a private business may have the legal 
right to take a long chance that may make or break his per- 
sonal fortune. If he alone goes out of business the economic 
system is not endangered. 

But the people who run the three branches of our govern- 
ment do not have the moral right to gamble with the well- 
being of 120,000,000 Americans. If millions of citizens 
starve, it is no answer to the starving to say that in the sweet 
by-and-by business, left to itself, will give them a job. 


Partisans are going around the country scaring parents 
who are not starving by telling them of an increased national 
debt which their grandchildren will have to pay. Certainly 
that is not as alarming as telling parents who are already 
starving that an untrammeled business set-up will provide 
their grandchildren with food in 1989. Yet that is what the 
radical gamblers of business and politics might have to say 
if they put their theories into practice next year. 

Not one of you who are good Americans and practical 
Americans believe that we could repeat the catastrophe of 
those years immediately preceding and following 1929 and 
emerge from it with our economic and social system un- 
changed. No businessman, big or little, can fairly or patriot- 
ically ask his Government to take a course of action that 
runs that risk. 

That is why our school of thought—the conservative 
school—holds the view that an intelligent nation should rest 
its faith in arithmetic rather than in a hunch. 

Today, in order to provide customers for business, your 
Government uses Government capital to provide jobs, to 
prevent farm prices from collapsing and to build up pur- 
chasing power when private capital fails to do it. For ex- 
ample, out of every dollar spent by the Federal Government 
to provide jobs, more than 50 cents passes over the counters 
of the retail merchants of America. 

We also use what we call social legislation—such as legis- 
lation to encourage better pay for low-paid labor and thereby 
provide more and better customers for you; such as legisla- 
tion to protect investors, so that they may continue to be 
your customers without losing their savings in worthless 
stocks and bonds. 

I wonder if you have any conception of the number of 
businessmen and bankers and economists whom I talk with 
briefly or at length in any given month of the year. I wonde~ 
if you have any conception of the variety of suggestions and 
panaceas they offer me. I wonder if you know the very large 
percentage of them who honestly and very naturally think 
of national problems solely in terms of their own business. 
I wonder if you will be surprised if I tell you that most of 
them leave my office saying to me, “Why, Mr. President, I 
did not know about that. You have given me a new per- 
spective. I never thought of the problem in that way before.” 

I sit in my office with a businessman who thinks the surest 
way to produce customers is to balance the Federal budget 
at once. I say to him, “How?” 

_ Sometimes he says, “How should I know? That is your 
job. Cut the budget straight through 10 per cent or 20 per 
cent. 

Then I take from my desk drawer a fat book and it is 
apparent at once that he has never seen or read the budget 
of the Government of the United States. 

He tries to change the subject, but I hold him to it. I say: 

“This budget is not all of one piece; it is an aggregate of 
hundreds of items. Either we will have to cut every item 
10 per cent or 20 per cent or, if we do not do this, cut some 
items very much more than 10 per cent or 20 per cent.” 

I point out the one and a half billion dollars for the army 
and navy. He pounds the desk and says: “Don’t cut that 
item—not in these days.” 

I show him the item of a billion dollars for interest on the 
public debt. He owns some government bonds and rejects 
any cut in his interest. 

I show him the billion-dollar item for war and civil serv- 
ice pensions. He says: “No—no cut there.” 

I mention the billion dollars for running the permanent 
functions of the regular government departments—they cost 
less today than under my predecessor. He readily agrees 
that the postman and the G-man and the forest service cannot 
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be curtailed. The only people he would sever from the pay- 
rolls are the tax collectors. 

That gets us down to a few other big items—totaling over 
four billion dollars to take care of four things—payments to 
agriculture, Federal public works (including PWA, recla- 
mation and flood control), work relief for the unemployed 
(including C. C. C.) and assistance for our old people. 

My visitor agrees with me that we are going through a 
transitional period seeking the best way to maintain decent 
prices for the farm population of America, trying to make 
them better customers of businessmen—and that even if we 
have not yet found the permanent solution we have got away 
permanently from 5-cent cotton and 10-cent corn and 30-cent 
wheat. 

I come to the public works item. He suggests that that 
can be cut 50 per cent. I happen to know that his community 
is working tooth and nail to get a grant for a much needed 
new high school, or that his county suffered severe property 
losses from recent floods. I suggest that we will start econ- 
omy right there and not give the grants, defer building the 
levee or the flood control dam for twenty or thirty years. 

In every case I find what I suspected. His local Chamber 
of Commerce, his local newspapers are yelling their heads off 
to have those projects built with Federal assistance. And I 
say to him—‘Consistency, thy name is geography. You be- 
lieve with the United States Chamber of Commerce that 
Federal spending on public works should cease—except in 
your own home town.” 

The item of funds for work relief; there my visitor- 
customer makes a last stand. He wants that cut, and cut 
hard. 

We agree that there are between three and four million 
American workers, who, with their families, need work or 
money to keep alive. I drive him to the inevitable admis- 
sion that the only alternative is to put them on a dole. 

That is where I make a stand. 

I tell my visitors that never so long as I am President of 
the United States will I condemn millions of men and 
women to the dry rot of idleness on a dole; never condemn 
the business enterprises of the United States to the loss of 
millions of dollars’ worth of customer purchasing power ; 
never take the terrific risk of what would happen to the 
social system of American democracy if we foisted on it an 
occasional basket of groceries instead of the chance to work. 

I well know the difficulties and the cost of a work policy. 

I do not need to be told that 5 per cent of the projects are 
of questionable value—I know it. Or that 5 per cent of the 
people on relief projects ought not to be on the rolls—! 
know that, too. But when you think of nearly three million 
men and women scattered over all the forty-eight States and 
all of the 3,100 counties in America, I am proud of the fact 
that 95 per cent of the projects are good and that 95 per 
cent of the people are properly on the rolls. And I know that 
the American people cannot be fooled into believing that the 
few exceptions actually constitute the general practice. 

My friend across the desk murmurs something about old- 
age pensions. He is a bit half-hearted about this and he 
finally admits not only the need for dignified support of old 
age, given and accepted as a new American right, but he 
realizes that over a period of years this support will have to 
be extended rather than reduced. You and I and all Amer- 
icans agree that we must work out this problem for our old 
people. 

And so my visitor leaves convinced, in nine cases out of 
ten, that balancing the budget today, or even next year, is a 
pretty difficult if not an impossible job. 

A few words about Federal taxes: 





They fall into three principal categories—consumer taxes, 
like the taxes on cigarettes and gasoline and liquor; personal 
taxes, like the personal income taxes and the inheritance 
taxes; and, finally, taxes on corporations. Together they 
yield nearly six billion dollars. 

For good, sound business reasons two things seem clear 
to me. 

First, especially in view of the unbalanced budget, we 
ought not to raise less money from taxation than we are 
doing now. 

Second, it would be bad for business to shift any further 
burden to consumer taxes. The proportion of consumer 
taxes to the total is plenty high enough as it is. Remember, 
as businessmen and as retailers, that any further taxes on 
consumer, like a sales tax, mean that the consumer can buy 
fewer goods at your store. 

Therefore, I want to leave the proportion between these 
three groups of taxes just where it is now. 

That means that if we reduce so-called deterrent taxes on 
business corporations, we must find substitute taxes to lay 
on business corporations. That language is as plain as an old 
shoe. Let me give you an example of what I call making a 
mountain out of a molehill. There is a hullabaloo for the 
repeal of the undistributed earnings tax. You would think 
that this was the principal deterrent to business today. Yet 
it is a simple fact that out of $1,100,000,000 paid to the 
Federal Government by corporations, less than $20,000,000 
comes to the government from the undistributed earnings 
tax—less than 2 per cent of the total. 

Let me proceed. I am wholly willing to have this twenty 
million dollar tax, less than 2 per cent of the total, wholly 
repealed on two simple conditions, which are based on 
principle. 

The first is that this twenty million dollars shall be raised 
by some other form of tax against corporations and not 
against other groups of taxpayers—and that it shall be raised 
in such a way that it will be paid by the 28,000 bigger cor- 
porations, earning more than $25,000 a year, and not by the 
175,000 little corporations earning less than that sum. 

The second condition is that in the repeal of this tax we 
shall not return to the old tax evasion loophole by which a 
small group of very rich people were able to leave their 
profits in closely held corporations, thus avoiding the full 
rates of the higher brackets on their personal incomes. Pa- 
triotic people will not want to go back to that pernicious 
habit. 

I have talked with you at some length about the radicals 
who have the hunch that we ought to go back to the condi- 
tions of 1929; about performing a major operation by ampu- 
tating present functions of government; and about the efforts 
of some who would reduce corporation taxes and add to con- 
sumer taxes. 

But I would not have you believe that the conservative 
attitude of this Administration plans as any permanent part 
of our American system an indefinite continuation of excess 
of outgo over cash receipts. 

This week is dedicated by the opponents of the Adminis- 
tration to merchandising horror about the national debt. We 
are having a national debt week like a national clean-up and 
paint-up week. 

Let us talk about the debt in businessmen’s terms. 

In the first place, a nation’s debt, like the deposit liability 
of a bank, must be considered in relation to its assets. 

A large part of the government debt is offset by debts owed 
to the government—loans of many kinds made on a business 
basis by the RFC and the Farm Credit Administration, for 
instance, and now being repaid on schedule. These assets are 
just as sound as the loans made by the bankers of the country. 
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Another portion of the debt is invested in Federally owned 
enterprises, like Boulder Dam, which will pay out, principal 
and interest, over a period of years. 

A third part of the debt has been invested in works like 
flood control dams and levees, to save us from heavy future 
losses. They will pay for themselves in a very few years by 
eliminating annual property damage which each year has run 
into hundreds of millions—pay by the saving of taxable 
values which otherwise would have floated off down stream. 

The next thing to remember about the debt is that govern- 
ment, like businessmen, is investing in order to create a 
higher volume of income, and, therefore, a bigger net yield 
for government. National income will be greater tomorrow 
than it is today because government has had the courage to 
borrow idle capital and put idle labor to work. 

The year before I took office, our national income was 
thirty-nine billions. In 1937 it got up to sixty-nine billions. 
In 1938 it went back to sixty-two billions. Today it is run- 
ning at the rate of sixty-five billions. At eighty billions, the 
income from present taxes will be sufficient to meet expendi- 
tures on the present scale—and actually to reduce our relief 
appropriations. 

Today, with no danger of surplus of goods overhanging 
the market—just because we have tried to keep consumer 
purchasing power up to production—the nation is in an 
excellent position to move forward into a period of greater 
production and greater employment. 

And, when this week you see all the crocodile tears about 
the burden of our grandchildren to pay the government debt, 
remember this: 

Our national debt after all is an internal debt owed not 
only by the nation but to the nation. If our children have 
to pay interest on it, they will pay that interest to them- 
selves. A reasonable internal debt will not impoverish our 
children. 

But if we do not allow a democratic government to do the 
things which need to be done and hand down to our children 
a deteriorated nation, their legacy will be not a legacy of 
abundance or even a legacy of poverty amidst plenty, but a 
legacy of poverty amidst poverty. 

Don’t you agree that it is better to work unitedly to bal- 
ance national income and national outgo at a level where 
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government can do the things that have to be done to pre- 
serve our people and our resources, than to play the specula- 
tive hunch and withdraw government from lending and 
investment, from conserving property and from providing 
work for our capital and our people, in the hope that in 
some mysterious way a miracle will occur—a miracle which 
our only experience under modern conditions has proved im- 
possible ? 

I keep saying “do not lose sight of the forest because of the 
trees.” Let us always distinguish principles and objectives 
from details and mechanics. You cannot expect this Admin- 
istration to alter the principles and objectives for which we 
have struggled the last six years. 

But if you approve of the purposes that lie behind our 
policies, but believe our operating methods can be improved, 
then your help and counsel are welcome—doubly Welcome 
in this Administration. That relates to the details of taxa- 
tion, details of relief, the details of every administrative 
branch of the government. 

If I have spoken to you seriously tonight, it is because I 
believe that you, too, are thinking of the well-being of every 
man, woman and child in our country—that you go along 
with me in every effort that I can make for the preservation 
of world peace and for the preservation of domestic peace— 
not merely an armed peace which foregoes war for the mo- 
ment, but a peace that comes from a knowledge, both abroad 
and at home, that there will be no further acts of aggression 
on the part of nations, on the part of groups or on the part 
of individuals. You think, rightly, of profits in your own 
business—so does every other American—so do I. But we 
are not ruled by the thought of profits alone. More and 
more we seek the making of profits by processes that will not 
destroy our fellow men who are our neighbors. 

That is one of the functions of your government. It seeks 
your cooperation in the extension of that ideal. It is open 
to your advice and your help—because it believes that its 
fundamental ideals and yours are the same. 

That is why I came to you, not in the spirit of criticism, 
not with a big stick, but with a simple plea for your assist- 
ance as American citizens in working out our common prob- 
lems with good will and with the maintenance of the ideals 
of peace. 


Go Forward 


EVERY ECONOMIC HALLUCINATION HAS BEEN TRIED 
By JOSEPH W. MARTIN, Congressman from Massachusetts; Republican Floor Leader of the House of Representatives 
Delivered before the Forum of the American Retail Federation, Washington, D. C., May 22, 1939 


American Retail Federation: 

No one can come before such a gathering with- 
out full appreciation of the important part our retailers have 
in American life. I think I can understand your problems 
fully because of my intimate contact through the years with 
merchants and retailers. 

When a boy of 7, I was a hustling retail merchant and 
my stock consisted of newspapers. All during my school days 
I owned a profitable route. That was an experience which 
has been valuable to me. It taught me a great many funda- 
mentals of business. I learned the wisdom of fair dealing 
with the public. And I learned, too, it was necessary to spend 
less than you earned if the newsdealer was to be paid at the 
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end of the week. Sometimes when I note hysterical govern- 
ment spending without regard to income, I think it might be 
a good idea if all our public officials could have a little ex- 
perience in mercantile life. 

As publisher of a small town daily since I was 24 years 
old, I have come to know quite intimately the problems and 
needs of retailers. Alertness, vision, resourcefulness and 
character are essential for success in the retail business. The 
tricky retailer, who is ever cutting corners in his relations 
with the public and competitors, generally finds at the end 
of the road it is unprofitable. 

When I first came to Congress in 1924, there was only a 
remote interest in national legislation. Occasionally there 
would be a burst of limelight as some particular subject came 
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to demand public attention. But when this issue was ad- 
justed, quiet again prevailed and Washington, to the average 
man and woman, appeared very distant. 

Today it is being driven forcibly to the attention of all 
that the government in Washington is a major influence in 
our daily lives. 

That is why such gatherings as this are of the utmost 
importance in these times. If ever we are to enjoy solid and 
sustained economic recovery in this great country, it will be 
because the millions of men and women engaged in private 
business contrive somehow to keep things going in the face 
of many discouraging and crippling obstacles. The job is a 
dificult one, I know. But these recent trying years have 
demonstrated the indomitable vitality of American business. 
The job will be done! 

But I have come not to generalize upon questions of na- 
tional concern. I want to discuss with you honestly and 
frankly some of the major problems which American business 
now faces and which, to my mind, the government must 
solve before we can pull on to the broad highway of national 
prosperity and put our 11,000,000 unemployed back to work. 

That is our great problem today, for every other difficulty 
before us is but a projection of unemployment. As the leader 
of the Republican minority in the House of Representatives, 
| may tell you in all sincerity that during the present session 
we have had but one measuring rod for every piece of legis- 
lation recommended by the Administration—‘Will it help 
put our unemployed back to work?” 

We have fought for economy in government because we 
believe that widespread fears of Federal fiscal policies are 
today the greatest single restraint upon a driving national 
expansion of business. In this endeavor, however, we have 
received very little moral support or encouragement from the 
Administration. 

We have advocated some comprehensive adjustments in 
the Federal tax structure to lift those penalizing provisions 
which hobble the very spirit of enterprise. And here again, 
up to date, we have made very little actual progress, although 
many promising words have been uttered. 

We have pressed for a clean-up in the corruption and po- 
litical manipulation of relief and in cooperation with a group 
of honest, sincere Democrats we have made real progress and, 
I believe, will make more in the weeks ahead. 

We have advocated and supported amendments to the 
Wagner Labor Relations Act in the interest of equity and 
justice to employer and worker alike. This Congress should 
never adjourn until this great obstacle to recovery is ad- 
justed. Here in America there must be equal opportunity, 
fair play and honest cooperation between all engaged in in- 
dustry if we are to have the fullest measure of prosperity. 

If we can keep this Congress in session we will force other 
steps toward freeing business of existing crippling restraints. 
But mark you well, it is already a tough fight even to keep 
Congress in session. Every influence of the Administration 
is pressing for quick adjournment. 

Early adjournment in the face of the many things which 
need to be done in the interest of recovery simply means 
abdication, a throwing overboard of the legislative program, 
a running away from the grave responsibilities of the national 
welfare. 

I am against calling harsh names. I do not believe that is 
the way out. Whatever is to be accomplished will be accom- 
plished through negotiations conducted in a spirit of coopera- 
tive goodwill. All history teaches us that. 

The grave economic problems before the country will be 
satisfactorily adjusted if there is real cooperation on the part 
of all who want their country to succeed. 

What is needed is an old-fashioned patriotic revival of 


Americanism. We must rededicate ourselves to fundamen- 
tals; we must cling to the virtues which made America the 
greatest country in the world; the land of hope and oppor- 
tunity for all. 

Above all, we must recreate a new spirit of unselfishness ; 
a spirit which will put country above individual self; a spirit 
which will not demand benefits for a few at the risk of im- 
periling the chances of all. 

If we tackle these problems with real unselfishness, we 
will solve them, and the solution will bring greater happiness 
and prosperity to all; yes, even more to those who now seek 
to advance through selfish concessions. 

No individual can prosper long unless the country as a 
unit is prosperous. Only through a realization of that great 
and self-evident truth can we achieve real national progress 
and make secure the future of America. 

For this reason we of the minority have adopted a firm 
policy of constructive action. We do not seek to oppose any 
measure merely because it is offered from the other side of 
the House. We have a definite and specific program. And 
to accomplish any part of it we have and will continue to 
subordinate partisanship to patriotism. 

Here, in brief summary, is the Republican program for 
this session: 


1. Keep the United States out of war. 

2. Move immediately to curb unnecessary, wasteful and 
reckless spending. 

3. Repeal the repressive tax on undistributed corporate 
earnings, which has proved so harassing and dangerous to 
business, large and small. 

4, Revise the remainder of the Federal tax structure to 
eliminate or modify provisions retarding business recovery. 

5. Repeal the dangerous discretionary authority which the 
President now has over the nation’s monetary system. 

6. Amend the National Labor Relations Act by clarifying 
the mutual obligations of worker and employer and the 
duties of both toward the public in order to end present 
paralyzing discord. 

7. Define specifically the area of government competition 
with private enterprise so that business may be able to create 
jobs with some certainty as to the future. 

8. Restore American markets to the American farmer 
and wage-earner, and develop new markets for agricultural 
products. 

9. Adopt immediate legislation to rehabilitate the rail- 
roads to make secure the jobs of many hundreds of thousands 
of workers and the investments of savings bank and life 
insurance companies. 

10. Create a special committee of Congress to inquire into 
the effect of the reciprocal trade agreement policy on Amer- 
ican industry and agriculture. 

11. Clarify Federal rules and regulations, so industry and 
business may know what to expect. 

12. Reject all experimental legislation not clearly helpful 
in promoting recovery or which would subject agriculture, 
labor or industry to compulsory decrees of a Federal bureau- 
cracy. 


We are convinced that no progress can be made toward 
restoring this country to a sound and permanent prosperity 
= a program along these lines is adopted and put into 
effect. 

We are convinced if this program in its entirety is adopted 
by Congress and accepted by the President our country will 
immediately take on new life and vigor and will presently 
begin to enjoy economic stability and a higher standard of 
living. Panaceas and short-cut methods have been tried and 
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found wanting. The time has come to go forward to funda- 
mentally sound principles. 

Words are not sufficient; action is imperative now. 

The entire economic life of the nation is bogged down in 
a quagmire of experimentation and foggy theories. We must 
release the energies of our people from the restraints and 
devitalizing meddling of a headstrong and impractical Fed- 
eral bureaucracy. 

In line with this broad policy of constructive cooperation 
the minority party in the House also has set up three special 
committees to inquire into various major issues of the hour. 

The first was our special committee on national defense 
policy, which gave tremendous impetus te a move which 
aimed at a clear definition of United States foreign policy— 
insisting upon a policy in accord with the deepest traditions 
of Americanism, and one which would reaffirm our de- 
termination not to become a party to age-old intrigues and 
racial frictions of Europe and the Orient. 

That policy is now the settled policy of the majority of 
the American people, and I think it safe to say that no Ad- 
ministration in the near future will dare to swerve from it. 

However far negotiations and conversations abroad may 
appear to lure this country from its traditional course, we 
may be sure that an alert and articulate public opinion at 
home is now on guard against our military involvement 
overseas. 

Next we appointed a special committee on the extraordi- 
nary powers of the President—the so-called “emergency 
powers” —which were delegated to the White House by the 
successive rubber-stamp Congresses between 1933 and 1938. 

This committee already has reported that the emergency 
powers have been of little value as a stimulant to real eco- 
nomic recovery. More important as a guide to future policy, 
the committee’s studies have indicated clearly that every job 
attempted by this method of dictatorship and one-man gov- 
ernment actually might have been accomplished under the 
orderly processes of Congressional consideration, proper de- 
bate and constitutional legislation. 

Indeed, we may look around us today and see clearly that 
from the national viewpoint we still have every fundamental 
problem to meet—11,000,000 unemployed, billions of idle 
capital, the unbalanced budget, an elastic currency, govern- 
ment competition in business, excessive taxation and demoral- 
izing bureaucratic regulation. 

On top of all these we now face the fears and alarms of 
a potential inflation or of still more taxes to carry our 
$40,000,000,000 national debt. 

Meanwhile, in the interval since 1933, Federal tax col- 
lections have already trebled, increasing from roundly two 
billion dollars in the fiscal year 1934 to roundly six billion 
dollars in 1938. 

On the whole, I think it is no exaggeration to say that the 
investigations and researches of this committee have made 
it clear that the fundamental structure of our government is 
adequate to cope with the problems of the day. What we 
need most urgently is an able and conscientious administra- 
tion of the nation’s business under a philosophy, not of selfish 
partisanship but of broad-gauge Americanism—an American- 
ism which holds a deep faith in the ability of the people 
themselves to work out many of our difficulties under the 
forms and processes of constitutional freedom and legal 
security. 

Third, we appointed a special committee to study the 
whole question of the national debt, its influence upon busi- 
ness plans, its ramifications in threatened inflation, in re- 
straint of private enterprise and in the prospective load of 
taxes upon whole generations of our people during the next 
100 years. 






We have stood firmly against a proposal to increase the 
legal limit of the national debt above the present ceiling of 
$45,000,000,000. 

We believe that no further Federal borrowing should be 
authorized by Congress until the Administration gives some 
convincing evidence of a program to move toward a balanced 
budget. 

Recovery cannot begin until all Americans may again face 
the future with confidence in the security and stability of 
constitutional government and the safety of our bountiful 
American system of private enterprise. 

Confidence can never be restored to a harassed and wor- 
ried business world by words and phrases alone. Action must 
square with appeasement promises if we are to have that con- 
fidence essential to recovery. 

Nothing can be more fatal to business than excessive 
meddling on the part of the government. Hordes of gov- 
ernment agents swooping down upon business concerns like 
a swarm of locusts can quickly destroy incentive and be the 
means of depriving men and women of jobs. 

The other day a Democratic Congressman told me a story 
that illustrates the plight of the American business man, 
both large and small; a situation particularly deadening to 
small business. The story came from an agent representing 
the Social Security Board. He went to a small business plant 
on a government mission and found seven others ahead of 
him waiting to see the owner. Inquiry revealed six of the 
seven were government agents! Even the Social Security 
agent was affected by this situation and decided he would 
try again some other day. 

No wonder there is a growing resentment against the 
growth of bureaucracy. No wonder there is no recovery. 
The business man who spends half his time answering gov- 
ernment questionnaires has no time for his own business. 

I mention these specific activities of the minority during 
the present session merely to point out that we are alive fully 
to the urgent need of the nation today, and secondly, to 
dispel the smoke screen of propaganda so persistently laid 
down by the New Dealers, which would have the country 
believe the Republican party has no program. 

We have a positive and constructive program, based not 
upon collegiate theories or administrative brainstorms but 
upon the realities of the world situation today, and upon the 
lessons of history. 

We seek those practical measures which will put this 
mighty nation back on the track. Our motto is “Let’s put 
America back to work!” 

We on the minority side emphatically reject the New Deal 
economic defeatism which proclaims there are no more fron- 
tiers to be conquered. 

We do not believe this great country has reached the end 
of the road. We do not believe that American youth must 
forever take a job at a dollar a day in the woods, or that our 
unemployed face no better future than a subsistence job in 
the WPA. Neither do we believe that America faces a 
future which will find everybody over a certain age on a 
meager government pension. 

On the contrary, we on the minority side envision a day 
when our national income easily may reach $100,000,000,000 
a year. 

We look forward to the day when the eyes of youth will 
glow once more with the light of hope, adventure and enter- 
prise. 

We look forward to the time when American business 
may do more than work for the tax collector. 

We look forward to the day when the job-maker and the 
job-giver rightfully will be regarded as key-men in a revival 
scheme of economic abundance. 
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America has the resources, the skill, the technical equip- 
ment and the manpower to push this nation to heights of 
prosperity undreamed in the past. 

But we may realize these high hopes only through a robust 
national confidence—through a confidence born of security, 
stability, order and old-fashioned common sense in govern- 
ment. 

We are hog-tied today not because we lack vision of prog- 
ress, not because we lack the courage of enterprise, but be- 
cause the spirit of our people is hobbled by devitalizing 
bureaucratic restraints. 

Our first task is to restore the vigorous forward-looking 
and hopeful spirit of our people. 

We are a nation in the chains of uncertainty and con- 
fusion. 

Business can hum only when it can plan with security and 
assurance for a period of five or ten years. 

We cannot go on forever on a day-to-day basis, hanging 
by our teeth to the slender hope that the morrow will not 
bring a new crack-down. 

It is a part of my job to keep in touch with what America 
is thinking. 





I know that today America is looking forward eagerly and 
hopefully to a decided change in Federal policies. 

I have seen thousands of letters from various parts of the 
country during the last five months. In them there is an 
undercurrent of deep conviction that our cherished American 
system of balanced constitutional government and private 
enterprise will weather this storm to the end. 

America will come through! She has taken a terrible 
lashing. It has been a season to test the souls of men. But 
I can assure you the tide has turned. The deep spirit of 
America has found its voice. 

Our country is all through with court-packing, crack- 
down and purge. America already has made up her mind to 
be free again—free to do, free to dare and free to prosper 
according to the bounty which a kindly Providence has en- 
trusted to our hands. 

That is my message to the business people of America 
today. Having paused for an interval to experiment with 
every economic hallucination recorded in the history of man, 
the American people have once more set themselves to move 
forward along the tested paths of peace, progress and pros- 
perity. 


Is Nature Right? 


THE SURVIVAL OF THE FITTEST MAKES FOR PROGRESS 
By GEORGE BARTON CUTTEN, President Colgate University 


Delivered before General Luncheon, Chamber of Commerce of the U. S8., Willard Hotel, Washington, D. C., 
Tuesday, May 2, 1939 


HENEVER you have had security, you have always 
\\ started on the decline. Security means a lack of 
initiative and forcefulness, because we are always 
as lazy as circumstances permit. For instance, a woman goes 
to a hospital to have her baby born, and she is taken care of 
at public expense; the baby is born at public expense and 
kept there two or three weeks, and he is brought up at pub- 
lic expense. When it comes to going to school, not only 
is his schooling at public expense, but food and clothing, also, 
if necessary. He never has to look for a job because the un- 
employed are taken care of. Sickness never bothers him be- 
cause the sick are cared for at public expense, and finally, 
he is cremated or buried—it doesn’t matter which—at public 
expense. So, from the cradle to the grave, there is nothing 
to force initiative or to require a person to make any effort 
whatever unless he so wishes. 

That is the trouble with security, and while old age pen- 
sions are something that appeal to us most, | would rather 
have old people, of which I am one, suffer than to have the 
race go soft. 

Survival of the fittest is nature’s method, while civilization, 
through the doctors and philanthropists are saving the unfit. 
There is no objection to saving the unfit, so long as you do 
not allow them to become the future breeders of the race. 

The last three elections were appeals to the instinct and 
not to the intelligence. ‘The first two were appeals to flight 
with the accompaning emotion of fear. The first was an 
appeal away from Smith and it didn’t make much difference 
where we went. The second was a flight from Hoover. The 
last one was an appeal to the instinct of acquisitiveness, and 
the trouble with the Republicans was that they had no more 


sense than to make the same appeal without any money to 
back it up. 

There never has been a time in the history of the world 
when there has been so much propaganda against war, but 
it has all been intellectual. When we do go to war, it will 
be through an appeal to the instinct—probably that of self- 
defense. 

A magazine of nationwide circulation has called me the 
‘most reactionary college president in America.’ Well, I have 
good company. I think God is reactionary, doing the things 
the same as he did 20,000 years ago. When he takes a step 
forward, He doesn’t have to backtrack. 

I suppose the young people say He hasn’t an open mind be- 
cause He doesn’t do things in the modern way. If he did, 
I suppose they would have girl babies born with hair-line 
eyebrows, purple lips and green fingernails, and I don’t know 
what color toe-nails, but they are born the same as they were 
20,000 years ago. And the boy babies, if God had been open- 
minded, would be born with ene shoulder lower than the 
other, so they could more conveniently lean on a shovel. 

Nature demands competition, while civilization is always 
talking about cooperation. That is as true of business men as 
it is of labor unions. If they are going to make a success 
there must be competition within the group and cooperation 
by members in that group to fight other groups. 

Nature believes in progress through the individual rather 
than through the mob. A mob never accomplished anything 
except destruction. A joiner surrenders the last hope of de- 
veloping the mind, and we only join together for one pur- 
pose—and that is for protection and defense. Herding to- 
gether simply means to get together to pool weaknesses; 
strengths are always used for individual effort. 
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Youth’s Faith in Democracy 


REPRESSION BREEDS HATE 





By CHARLES POLETTI, Lieutenant Governor of New York 
Over Radio Station WOR on Saturday Evening, April 8, 1939 


every American citizen should be vitally concerned. 

I am going to speak about youth, more specifically, 
about youth and democracy, about the young people who 
some day will guide the destinies of our great nation. 

But today these young people are perplexed about their 
own destinies. In these troubled times, it is not strange that 
many questions should assail them. What philosophy of 
government shall they choose? What political and economic 
system seems to hold the greatest promise of peace and 
security? Is the profit system in a democracy the most ex- 
pedient and practical way of life? 

On this eve of Easter Day, young people may well give 
thanks to the Almighty and to the American form of govern- 
ment that they are permitted to ask such questions and 
themselves to furnish the answers. For in other countries 
they would not be. In other countries, young persons find 
that these problems have been solved for them by self-con- 
stituted and self-perpetuated leaders. In those places the 
right of free thought and free discussion has been stifled. 

In contrast, American democracy develops neither a de- 
sire nor a necessity to withdraw from any person the right 
to do his own thinking and the right to make up his own 
mind. We recall that our nation was forged in the fires 
of free thought and free discussion. All of us know how 
risky it is to discourage thought and aspiration. We realize 
that the path of safety lies in the opportunity to discuss 
openly all grievances and proposed remedies. You and I 
are convinced that repression breeds hate and that hate 
menaces stable government. And so, even though the ques- 
tions asked by youth may seem difficult of precise answer, 
we welcome opportunities, such as this, to reaffirm our own 
deep faith in the democratic ideal. 

I believe that young people of today have as great a 
stake in preserving American democracy as had young per- 
sons 150 years ago in creating American democracy. And 
why? Here are several reasons for my belief. 

In the first place I am convinced that our American form 
of government stands for certain principles which strongly 
appeal to young people. Let me tell you what I think those 
principles are. Democracy, with which we are blessed here 
in America, is a government founded on ideals. It is a 
system that has a hatred of unfairness and injustice. It 
believes in fair play and in giving every one an equal chance. 
It does not impose tests of race or religion. True Ameri- 
cans, young and old, condemn such tests as the instruments 
of intolerance and bigotry. 

These principles are ideals of uprightness and of fair 
play. They are the standards that young people believe in 
—-standards to which youth has rallied many times in the 
history of our country. 

These principles, moreover, are reflected in the ordinary 
day-to-day pursuits of the average American citizen. They 
mean that each person shall have the right to shape his own 
destiny, to work at the trade or occupation for which he is 
best suited, to cast a free and unrestrained ballot, to criticize 
the policies of his own government and to seek by all lawful 
means a change in the political party in power. They mean 
that each person shall have the right to appeal to a fair 
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and impartial tribunal. They mean that each person shall 
worship according to the dictates of his conscience. These 
principles signify, in other words, that each person shall 
live his own life quietly, with dignity and utterly unmolested 
by arbitrary governmental fiat. And lastly, American de- 
mocracy offers to youth the right to sacrifice and fight for 
these principles of government. 

Our system of government makes another very strong 
appeal to young people. In this land your parents and mine, 
sought refuge from economic or political oppression. Here 
they found a rich land of opportunity. Here the chance to 
live, to work and to hope for a richer future was not denied 
them on some vicious theory of class or race distinction. In 
a democracy our parents found it possible to bring up their 
children, to educate them in free schools and to teach them 
a reverence and a love for the God they believed in. Indeed, 
in America young people may with keen anticipation look 
to the day when they can offer these same benefits to their 
children, 

The third reason why I believe youth must maintain its 
faith in democracy is a practical one. I think that democracy 
has demonstrated its workability as a sound way of life. 
What do the past decades show? They disclose that in the 
short space of 150 years America has emerged as the number 
one industrial and agricultural center of the world. They 
show that under American democracy more goods have been 
distributed to more people than ever before in the history 
of the world. A higher standard of living is more widely 
enjoyed here than anywhere else. And this has been achieved 
by giving individual enterprise and ambition the fullest 
scope. We have had no need to regiment human enterprise 
or to impose on citizens a planned economy. America has 
grown to be the richest country in the world because it 
had faith in the intelligence, the industry and the integrity 
of its people. 

It is, of course, true that along with older persons, some 
young people of today are having difficulty finding a good 
job. I know that. Anyone who doesn’t realize it is ignoring 
a most important problem. I feel sorry and deeply sym- 
pathize with every person out of work. But I most sincerely 
do not think that that is adequate reason to lose courage or 
to lose faith in our form of government. I do not believe 
that young people must forever reconcile themselves to the 
choice of a W.P.A. job or no job at all. 

History demonstrates the reasonableness of an abiding 
faith in democracy’s resourcefulness to solve the most com- 
plex problems. We have had economic depressions before 
and will undoubtedly have them again, but each time in the 
past the initiative, the enterprise and the courage of the 
American people has succeeded in creating new and greater 
opportunities for the profitable investment of private capital 
and for the private employment of millions. And I have no 
doubt that the American people will do so again. I have no 
doubt that private industry will again, as it has done in 
the past, find plenty of room for the ambition, the vitality 
and the alertness of young people. 

In these efforts, private industry will find in government 
a most helpful partner. Look at the various governmental 
activities specifically devoted to the problem of young per- 
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sons. The National Youth Administration is now engaged 
in efforts to train young people and to place them in private 
industry. Such efforts are augmented by the many organiza- 
tions engaged in vocational training. There is now before 
the State Legislature at Albany a proposal to create a state 
youth commission whose function it will be to combat the 
unwholesome influences affecting youth and to recommend 
to the Legislature measures to enlarge employment oppor- 
tunities. The State Civil Service has rapidly developed into 
4 career system to which young people can, with great hope, 
devote all their resources. 

As a State official I most strongly endorse these projects. 
The problems of youth deserve the same careful, intelligent 
and sober thought as any other question facing our state 
government. For when all is said and done, we recognize 
in young people the backbone of our democracy. 





And so when youth sits down to do its own thinking, and 
to resolve for itself the perplexities that face it let it com- 
pare the unceasing vigilance of our democratic government 
in the protection of the people’s liberties with the efforts of 
some foreign governments to stifle those liberties. Let it 
contrast the sympathetic attempts of democracy to aid in 
the solution of problems of all persons with the artificial dis- 
tinctions imposed by other governments. Such comparisons 
can but have these results—To rekindle the faith of youth 
in the fairness, the justness and the soundness of the demo- 
cratic process. To arm youth against the invasion of all 
alien doctrine. To maintain a firm belief in the economic 
soundness of the capitalistic system. To strengthen youth 
against intolerance and oppression, and to rededicate youth 
to an unswerving respect for the religious and civil liberties 
of a free people. 


Stopping Propaganda 
THE DEMOCRACIES HAVE THE JITTERS 


By DOROTHY THOMPSON, Journalist 
Before the American Federation of Women’s Clubs’ Broadcast, May 9, 1939 


E are certainly more governed by propaganda than 

we have ever been in our lifetimes. The propaganda 

departments of governments are at least as impor- 
tant as their foreign offices and, if reports are to be credited, 
cost hundreds of millions. 

The idea that governments should use the money of the 
taxpayers to sell themselves to their own people is now so 
generally accepted that nobody seems to get wrought up about 
it, even when those governments are democratic governments, 
like our own. Before the war, the Counsel on Public Rela- 
tions—which is just a flossy name for a press agent—was 
unknown in our own government. Today Washington is 
full of ex-newspaper men attached to every conceivable gov- 
ernment agency, whose job it is to prepare hand-outs for the 
press—little pamphlets, brochures, and even quite handsome 
books, at the government’s expense to tell the people who did 
or didn’t elect them to do a job, just how well they are do- 
ing it. 

Our Department of Agriculture used once to confine its 
printed matter entirely to telling farmers how to deal with 
hoof and mouth disease, how to grow chickens and make them 
pay, what sort of fertilizer to put on acid soil and what 
kind would reduce alkalinity and a thousand other sorts of 
education useful to the farmer. 

But now part of its effort is expended to “sell” the De- 
partment’s policy. We used to think that the voters were 
capable of judging an administration by its fruits, but that 
is very old-fashioned indeed. Even the Relief Administra- 
tion has press agents attached to all its various branches 
throughout the country, although you would think that if 
there was anything that didn’t require advertising it was 
Santa Claus. 

It has always seemed to me that it was the business of a 
political party to advertise its program, and, if that party 
is in power, to advertise the results of that program, out of 
its own party funds, and not to use the money of the tax- 
payers, who may belong to the opposite party, to “sell” them- 
selves to the voters. Because, obviously, if an administration 
can draw on the tax funds for promotion purposes, it has 
an enormous advantage over its opponents. 

In any country where there is a free press, the use of the 


tax funds for the promotion of an administration is neces- 
sarily limited in its scope. But in the dictatorships, where 
they not only control the biggest advertising budgets ever 
heard of in history but the press and radio as well, the 
propaganda department becomes second in importance only 
to the police. The two most important individuals in Ger- 
many, for instance, are Himmler and Goebbels. Herr 
Himmler is in charge of the Gestapo, the famous secret police 
which terrorizes the people into obedience, and Mr. Goebbels 
is in charge of talking them into obedience. Under the dicta- 
torships government propaganda is just as important in con- 
trolling the things that are not said, as the things that are 
said. Just now, all of Europe is engaged in a gigantic struggle 
which in its immediate phase takes the form of a war of 
nerves. The business of the propaganda department is not 
only to keep the populace enthusiastic about the government, 
but to keep it from knowing any unpleasant facts, such as 
what the national debt and deficit is, and what the external 
dangers are. Because if the people knew in any general way 
in what a really bad way they are, heaven knows what might 
happen to the government. 

All dictatorships know that their greatest menace is a 
free press and free discussion. You have probably noticed 
that in his last two speeches Hitler has raved against the 
world press and even accused it of trying to start a world 
war. The reason for his rage is that no country can be com- 
pletely severed from the world. Very few Germans can 
read English or French, but some can; and some English 
and French publications get into Germany, and so do for- 
eign broadcasts. And what happens is that the people, who 
are sick and tired of government propaganda, listen to any- 
thing that comes from outside with considerably more credu- 
lousness than they do to what comes from their own govern- 
ment. On the other hand, nations which have free discus- 
sion are subjected to a much greater nervous strain, perhaps, 
than nations which know nothing, or nearly nothing. The 
democracies have the jitters because they are aware of the 
dangers. The dictatorships argue that what the people don’t 
know won’t hurt them, and that ignorance is bliss. 

But this, also, is only true up to a point. When the people 
begin to see all about them the evidences of collapse, and 
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at the same time to realize that they are being kept in com- 
plete ignorance of the facts, they begin to have an awful 
feeling of impotent rage and despair. There is nothing more 
demoralizing than sudden, overwhelming disillusionment. 
That is why it is always wiser for governments to tell the 
people the exact truth, even if that truth be painful, than to 
lead them on in a doped condition, until, at last, the truth 
is realized all at once. 

Some of you may remember that we once had a great boom 
in this country—in the years 1924 to 1929. There were 
plenty of people then who knew that the boom was very arti- 
ficial ; that we were actually in a happy delirium of inflation, 
and some of those people wanted the government to warn 
the country. But most people in the government thought that 
telling the truth would be bad for business and would create 
demoralization. So they kept on spreading optimism, and 
when the crash came it was all the worse because people 
had not been expecting it at all. 

I admit that to tell the truth is not popular. In the world 
as it is at present, the truth is not at all pleasant. It happens 
to be our fate to live in one of those titanic periods of history 
which are really revolutionary, when the whole structure of 
society is undergoing profound change; one of those periods 
when a great many things come to a head—mistakes and 
crimes and accumulated discontent, when ever the results 
of man’s genius—his science and invention—add a disturb- 
ing element. 

Everyone naturally wants peace and quiet and the pros- 
pect of a nice comfortable life, and anyone who tells him that 
he is not in the least likely to get it in his lifetime, and 
that, on the contrary, he must plan to live with the greatest 
intelligence and self-sacrifice and not expect very much for 
himself but must try to make a decent world for his grand- 
children—anyone who tells him that is likely to be called a 
calamity howler or a Cassandra. However, in my experi- 
ence, the people who have the courage to face facts are those 
who achieve the greatest inner peace. 

One can never stop all propaganda, because in one sense 
all ideas are propaganda. The other day I listened to a dis- 
cussion of whether propaganda had any place in art, and 
one man said that freedom from propaganda was the test 
of art. But I think that is nonsense. The greatest poets who 
ever lived wrote propaganda—they wrote to further a way 
of life or a philosophy of life in which they believed. St. 
Paul was a propagandist, but that doesn’t dismiss the thir- 
teenth chapter of first Corinthians. Shakespeare was the 
greatest of all propagandists for the aristocratic spirit. Walt 
Whitman was a great poet and a great propagandist for 
democracy. 

All propagators of ideas are propagandists, and in this 
sense we are all, constantly, subjected to propaganda. What 
we need most is to be able to distinguish between kinds of 
propaganda. And, above all, we ought to be able to trace the 
sources of propaganda. 

Just now, for instance, we are being subjected to an 
enormous amount of propaganda from foreign countries. 
That propaganda is concentrated, in the first place, upon in- 
fluencing our foreign policy. Some of it is very subtle and 
some of it is very crude; some of it is quite open, and some 
of it is hidden. But what we ought to bear in mind is that 
our foreign policy is bound to be in harmony with some por- 
tion of this propaganda. Let me give you an illustration: 
One part of our own population want us to make a common 
front with Great Britain and France in resisting aggression. 
In case of war they want us to refuse to sell arms and even 


essential raw materials to aggressors and to aid the nations 
which are defending themselves. Inasmuch as Great Britain 
and France and some of the small countries of Central 
Europe have no intention of starting a war, but are very 
much afraid that they will be warred upon, these nations 
are making propaganda for this policy. But that does not 
mean that all the people who are advocating the policy are 
victims of British propaganda. 

In the same way, the Germans and Italians and others of 
the so-called dynamic nations who intend to expand on this 
earth by fair means or foul, are extremely anxious that the 
United States should be neutral in their sense of the word— 
that we should give no aid or comfort of any kind to any 
nation defending itself. So the Germans are making an 
enormous propaganda in this country in favor of isolation. 
But that does not mean that all the people who are isolation- . 
ists are the victims of German propaganda. 

Mr. Stimson believes in collective security and in the first 
policy, so some stupid people are saying he is pro-British. 
Professor Beard believes in the second, so some stupid people 
are saying he is pro-German. Both are honest men, making 
up their minds according to the best of their knowledge, 
quite regardless of whether one or another foreign govern- 
ment has the same idea. 

There is, of course, another kind of foreign propaganda 
which is very vicious. It is the foreign propaganda which 
conceals its source altogether. For instance, at this moment 
the German government is flooding this country with anti- 
Semitic literature designed to work up popular feeling against 
the Jews. The reason that they are doing it is to divide and 
confuse public opinion here. They never indicate on all the 
little leaflets that are sent out where they come from. And 
hiding themselves under anonymity or with fake names of 
petty organizations that they have captured or set up for 
their own purposes, they are spreading maliciously untrue 
statements. People are being told that this country is being 
flooded with refugees. Actually, this is pure and simple 
malicious propaganda and not in the least in harmony with 
the facts. The facts are that the American immigration 
quotas have not been extended at all, while the conditions 
under which one can get a quota number have been made 
more rigorous. Only 42,685 persons entered the United States 
last year from all the countries of the world, although 153,- 
774 were entitled to come under the quota laws; and in the 
six years from 1932 to 1938, 4,487 more aliens left this 
country than were admitted under the immigration laws. 

Whenever we get a pamphlet or leaflet designed to influ- 
ence our opinions, we ought to ask: ‘“‘Who is responsible for 
this information?” If it is anonymous, we ought to throw it 
into the wastebasket right away. If it is not, we ought to 
ask: “What is this organization? Who is in it? Is he 
reputable?” And if one cannot find the answer to that ques- 
tion, we ought to throw it into the wastebasket. And, finally, 
we must always ask two more questions: ““What is the pur- 
pose of this propaganda? And: Are the facts in it true?” 

I happen to believe with Lincoln that you can fool some 
of the people all of the time and all of the people some of 
the time, but not all of the people all of the time. 

In the long run, even the dictatorships will learn that— 
to their own awful undoing. For there is nothing that so 
arouses the resentment of people as the realization that they 
have been lied to and fooled. The first business of any 
democracy is to protect the Truth—for the protection of the 
Truth is the protection of itself. 
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Taxes and Politics 


PRACTICAL POLITICS CONSISTS IN IGNORING FACTS 


By MARK EISNER, Member of the New York Bar and former Chairman of the Board of Higher Education 
of the City of New York 


Delivered May 22, 1939 over Station WMCA 


“Practical politics consists in ignoring facts.” The 

more we observe the operation of so-called “prac- 
tical politics” in our day, the more we must become con- 
vinced of the wisdom and truth of this sentence from that 
notable book, “The Education of Henry Adams.” 

The entire world is in a state of uneasy confusion, turmoil 
and great fear. This is so, because in several countries ambi- 
tious and unscrupulous men, some of whom are said to be 
mentally unbalanced, have assumed political leadership. They 
are pursuing a policy which persists in ignoring the important 
fact that what their people want most is international amity 
and peace for themselves and their children. All about us, 
wherever we see human suffering, we will most certainly 
find, if we trouble to search, that this suffering could be 
alleviated if practical politics would not ignore the facts. 

I have often felt that in our society the exigencies of prac- 
tical politics do most violence to the facts of our tax problem. 
For politics to ignore the tax facts is a thoroughly bad tradi- 
tion which has been handed down from the most primitive 
beginnings of man. Taxes have been the primary spoils of 
the fine art of politics since men lived in caves and perhaps 
even before that time. At every stage in human progress men 
were confronted by the fact of the close dependence of 
politics upon taxes. 

The evolution of politics, throughout the ages, has not 
been nearly as radical as the change and development of 
taxes. Our highly complicated economy and the ramified 
functions of government are more than ever dependent upon 
regular, uninterrupted tax receipts. These are the facts that 
cannot be ignored without running the risk of a breakdown 
of our economic and governmental machinery. It is for this 
reason that when practical politics blunders blindly in the 
tax fields it must be warned of the grave dangers underfoot 
and the real jeopardy to which it subjects our entire society. 

More than a week ago the United States Senate, gave us 
a demonstration of practical politics as it blindly plays its 
most dangerous role. On the twelfth of this month, the 
United States Senate overwhelmingly passed the largest De- 
partment of Agriculture appropriation bill in our history. 
The practical politicians stampeded the economy bloc in the 
Senate and added some four hundred million dollars to the 
original budgetary allotment for this department, as passed 
by the House. You may well ask why our Senators chose 
this moment to inflate the President’s budget and to upset 
the efforts of the House of Representatives to stem the 
spending tide. The answer, if you do not yet know it, is, 
politics. 

All of us must remember that only a few months back this 
same Senate, in a rush to economize, lopped off a mere one 
hundred million from its relief appropriations. At that time 
it made considerable noise about the necessity for budgetary 
economy. Our politicians in Congress, in their economy 
frenzy, completely ignored the President’s warning that this 
curtailment of relief appropriations would work untold 
hardships on the unemployed of the country. In the end, 
some agency of government, local, state or federal, would 
find it necessary to provide the funds to feed those who have 


H v= ADAMS told us some thirty years ago, 


no means of support. But here, too, ignoring the facts, Con- 
gress merely played politics. 

Now all or nearly all Congressional appropriations must 
be paid for by the people of this country. When our govern- 
ment resorts to borrowing, it postpones the date of payment, 
but the payments will have to be made nonetheless. In fact, 
the debt charges of governments often double and triple the 
original costs. 

The nation’s debt is also a serious deterrent to the eco- 
nomic health of our society. When it mounts to astronomical 
figures and begins to constitute a substantial part of the total 
wealth of our country, it becomes a drag on the national 
productivity, for it is wealth which in large measure is sterile. 
In the long run, therefore, taxes are at the bottom of the 
economic wellbeing of our entire society. Thus, when politics 
plays at blind man’s buff with taxes, it risks the safety of our 
nation. 

This grave danger must be brought to the attention of the 
American voter. He must be made to know the perils in- 
volved in mixing taxes with politics. The times have worked 
a radical change in the role which is played by taxes in 
our lives. No, taxes and politics do not mix well in the 
modern world. Perhaps the best example of the unhappy re- 
sults from such a combination are evidenced in the totalitarian 
states. In Russia, Germany and Italy the people are held 
in virtual slavery by the tax collector. He is the chief in- 
strument of corrupt politics to tighten its hold upon the un- 
fortunate people of the dictatorship ridden nations. 

Let us see how politics and taxes hold off the economic 
recovery of the nation and endanger our free society. In 
about fifteen months from now we will be in a vigorous 
political campaign for the election of a national administra- 
tion. The candidates of all parties are now engaged in trim- 
ming their sails to the winds of politics. Because politics 
requires the favor of our agricultural population, politics de- 
crees an appropriation to please the farmer. Because the 
nation calls for a halt in spending, politics makes a play at 
stopping its spending by making a seeming cut of a hundred 
million dollars in the proposed relief budget. Congress is 
now about to take action to relieve the taxpayer from the 
progressively increasing Social Security taxes. I am convinced 
that this prompt and necessary action is taken because the 
country faces an election. 

The fundamental problems of taxes which require and 
must have the attention of our legislators, are again relegated 
to a more propitious time. I take it that a time will come 
sooner or later, when practical politics will find it to its 
convenience to act. Perhaps in view of the oncoming elec- 
tion Congress will bestir itself in behalf of taxes which 
will put a favorable face upon the achievements of the poli- 
ticians. We must press forward now upon many fronts in 
order that we may gain a victory somewhere. 

Obviously it cannot be expected that the present Congress 
will enact new taxes to balance our nine billion dollar budget. 
We can expect, however, if we are vigilant, that Congress 
will refrain from any further increases in appropriations. 
We cannot hope that politics will permit a thorough revision 
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of our taxes or that it will now formulate and commit itself 
to a permanent tax policy. But we may get some slight re- 
vision in the non-productive nuisance taxes. In this category 
we might include the undistributed profits tax, and the capi- 
tal stock and excess profits taxes. It would seem that politics 
is about convinced that these taxes are stirring up the ire 
of business, and must be dealt with for the economic health 
of the nation. 

Still the main tax problem will again remain untouched 
until a new Congress convenes in January, 1941. Economic 
considerations, which must be the first considerations of any 
tax program, will have to wait the convenience and pleasure 
of politics. Hidden taxes will continue to supply nearly one- 
half of the total Federal income only because the payers of 
these taxes are not immediately aware that they are paying 
taxes. It serves the purpose of politics to have things so. Any 
revision in the income tax rates and base will also have to 
wait a more propitious political climate. 

Although it is admitted that the country stands to benefit 


from an increase of the number of income taxpayers politics 
will not permit it now. Many business men have argued that 
a reduction of the surtaxes in the higher brackets would stir 
new business activity throughout the nation. The wisdom 
of encouraging new business enterprises by allowing the in- 
vestor a greater share in the profits of his investment, is 
readily acceded by all who have given any serious thought to 
this matter, yet politics decrees that the surtax rates must 
stand. But there are many more people who think they are 
paying no taxes than there are upper bracketed income tax- 
payers, and Congress will please the greater number of 
voters. 

I could go on indefinitely multiplying the number of in- 
stances where politics and taxes get tangled up to the detri- 
ment of our entire economic system. It is useless to expect 
that we will convince practical politics of the error of its 
way. And, I can very well conclude as I began with the 
wise and true observation of Mr. Adams, “practical politics 
consists in ignoring the facts.” 


America’s Future 


WE MUST RESHAPE OUR COURSE 


By FRANK GANNETT, Newspaper Publisher 
At National Republican Club Luncheon, New York City, April 1, 1939 


** @ MERICA’S FUTURE?” is important to all of us— 
today. We and our children must live in the world 
as we make it. The future depends on our decisions, 

our actions now. 

We in America are feeling every day the impact of world 
forces. Economic maladjustments, the want of food and raw 
materials, underlie the terrific pressure against constitutional 
government and free enterprise, until today on every hand 
the future of free enterprise is questioned, even doubted. 

My sixteen-year-old daughter, returning from school the 
other day, raised the question whether our capitalistic system 
can continue. Her mother added to my concern by asking 
what I thought conditions would be when our daughter 
reaches the age of full responsibility for herself and perhaps 
a family. Millions, I am sure, are asking themselves the same 
question and seeking an answer. 

Can we regain the dynamic, surging free America we once 
had? I know we can. I believe we can safeguard on this 
continent the foundations and fundamentals of liberty. But 
we must reshape our course, and do it without delay. 

In several countries today, the citizen is again a vassal of 
the state, a mere serf. His liberties are gone. The system of 
free enterprise is gone. Those precious rights—freedom of 
speech, freedom of assembly, freedom of religious worship, 
trial by jury, protection for the home—all those precious 
rights have been swept away. 

I have been in the dictator-ridden countries; I know con- 
ditions there. No American would care to live in any of 
them, regardless of the efforts they make to show that con- 
ditions under the dictators are satisfactory. They may all be 
employed in military defense and on schemes for temporary 
relief, but they are all doomed to disaster. There is no 
material possession that can be compared to liberty. 

I wish I could communicate to you something of the feel- 
ing one has in the dictator-ruled countries. Everywhere is 
fear of government; everywhere men hesitate to breathe a 
word against the man in power. 


Some have said “it can’t happen here,” but more and more 
we who are studying the situation, trying to analyze the 
forces at work, are not so sure. For my part, I am con- 
vinced that it will happen here unless we put forth titanic 
efforts to correct the conditions that prevail. 

We need searching introspection. We need to recognize 
and confess past errors. We must see where we got off the 
right road, in order that we may get back on it. 

Our fatal error has been in curtailing the processes of 
free enterprise. We have betrayed its principles. Unwise 
measures have enhanced prices and decreased demand; they 
have lowered sales, curtailed raw material requirements, les- 
sened the demand for labor, increased unemployment, in- 
creased taxes, and added to state and national debts. 

If we really believe in the free enterprise system, we must 
fight for it and fight its enemies wherever found. We must 
ask ourselves why until recent years we had a dynamic, ex- 
panding economy, a century of unparalleled progress; why 
today we are held in a static, if not a declining, national 
economy. 

Democracy cannot endure if its price is poverty. All over 
the world hungry people are selling their liberties for a loaf 
of bread and not getting it; their birthright of freedom for a 
mess of potage falsely labeled “security.” 

Democracy flourishes only in an atmosphere of hope and 
confidence. 

For six months of 1933 we enjoyed widespread recovery. 
We seemed to be on our way again to prosperity. In the 
policies which brought about that upturn, I supported Presi- 
dent Roosevelt enthusiastically. Then someone sold him a 
program of scarcity, of regulation and regimentation— 
NRA, AAA and other schemes of government control of 
everything and everybody. Reemployment was checked, busi- 
ness again was stalled. 


After six years of the Roosevelt program what do we find ? 
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At the beginning of 1939 we had 
25,800,000 persons living by public assistance ; 
6,900,000 households on relief; 
2,900,000 on WPA; 


9,026,000 unemployed, and today it is nearly 11 
million. 


But these astounding figures do not tell the whole story. 
Not only capital and business but the millions of consumers 
who earn money and have unsatisfied wants, have become 
frightened and doubtful of the future. They are afraid to 
buy, because experience has taught them that under Presi- 
dent Roosevelt they can expect hard times. 

As a result, the banks are bulging with idle money. Inter- 
est rates have fallen so low as to bring dire disturbances and 
distress. Schools, hospitals and charitable institutions find 
the return on their endowments no longer adequate for their 
support. Still more distressing, millions of citizens, who by 
thrift and hard work have saved their money for the twilight 
days of life, find that the income will not support them. The 
values of insurance policies, equities in farms, homes and 
other real estate have fallen to a new low. 

The carrying charge of our national debt today is ap- 
proximately a billion dollars a year. Think of it! I remem- 
ber how the country was aroused when the total appropria- 
tions of Congress first exceeded a billion dollars. Yet today, 
on top of 40 billion dollars debt, we are going to add, under 
the New Deal program, still more deficits and still greater 
carrying charges. 

Heavier taxation is inevitable because of this spending 
program, It will be increased until it becomes unbearable. 
Already nearly one-fourth of all the national income goes 
for taxes. It is a positive check on any business, a burden 
on everyone, rich and poor. 

For the eighth consecutive year the railroads have paid out 
more in taxes than they have earned in net income for their 
owners. For every dollar paid in taxes, only a little more 
than a nickel was earned in net income. Our railroads last 
year paid 341 million dollars in taxes, while the owners, 
the people who had invested in the railroads, took a loss of 
123 million dollars. 

And the tax burden is almost as heavy on other branches 
of commerce and industry. Would that employees realized 
that they, both as producers and consumers, pay these heavy 
taxes, and that taxes are becoming increasingly burdensome 
because our government is so badly mismanaged. 

I charge that the Roosevelt administration is responsible 
for these crushing taxes that have stagnated business, kept 
down real wages, lowered the standard of living and killed 
incentive to invest in new enterprise or to expand existing 
industries. 

Our federal government is a gigantic business—the largest 
in the world. Its manager, the President, has headed the 
country toward bankruptcy, loaded it down with overhead 
which cannot now be reduced, and has brought about con- 
ditions that keep ten or eleven million men out of work. 
If in any business a manager made such a great failure of 
his job, he would be fired without delay. 

A government's affairs are the same as an individual’s 
affairs. Can you imagine how we can bring prosperity by 
running deeper and deeper into debt? It is like the drunkard 
trying to drink himself sober. It just can’t be done. The 
one hope is that Congress will refuse to go along with the 
President’s program, and set a new course. 

Yet the chairman of the Federal Reserve Board, Mr. 
Eccles, advocates the silly theory of spending to make pros- 
perity, and that theory has the approval of the President. 
It is about the only definite program proposed in Washing- 










ton to bring recovery. And how they are spending, and 
planning to spend! Revival of the absurd ship canal across 
Florida, to cost about a quarter of a billion dollars, is only 
one example. 

Only a few days ago Senator Wagner introduced a so- 
called National Health Bill. If passed, it will have even 
more damaging results than his N.R.A. and his National 
Labor Relations Act, which has promoted strife in industry 
and delayed recovery. Because there is danger that this new 
bill, with its emotional appeal, may be pushed through the 
Senate without adequate consideration, it demands your, and 
every citizen’s immediate attention. 

Under the guise of a humanitarian measure, it puts the 
Federal Government far into the field of medical care from 
which Government will never retreat. Using Federal and 
State funds, it will set up government hospitals and a vast 
system of tax-supported medical care that may, in the end, 
undermine and drive out of existence all voluntary and 
church hospitals and cripple private scientific research and 
the private practice of medicine. 

In Russia and Germany, where such state medicine was 
first established, with the doctor under a politically-con- 
trolled set-up, all other professions—the clergyman, the law- 
yer, the engineer, the architect—as well as business itself have 
passed under state control. 

This Wagner Bill would be another costly adventure in 
bureaucracy. Starting off with some $89 millions annual 
expense, the cost would rise steadily for three years, and then 
the lid would be off; for it provides for “Whatever funds 
may be necessary to carry out the act.” It is predicted this 
would amount to nearly another billion dollars annual expense 
for the Government. This bill must not pass at this session. 
Whatever form it takes, it must not pass without public un- 
derstanding and full debate. 

Then there is the Thomas Education Bill, recently intro- 
duced, which should arouse all of us. This measure would 
extend the Federal Government’s hand into our schools, 
both public and parochial, and set up another expensive 
bureau. It is estimated this might run into another billion 
dollars. 

Recently there has been much discussion about the size 
of the agricultural subsidy. The indications are that nearly 
a billion dollars will be appropriated to help the farmer, al- 
though the farmer doesn’t want charity or hand-outs. He 
wants better prices for his products. 

Thus the raid on the treasury goes on. Billion upon bil- 
lion—sums so great the mind can’t conceive what these 
figures mean. A billion or two to a New Dealer apparently 
means nothing! He thinks in generous terms. 

I charge that the President and his advisers don’t really 
expect such tremendous spending to bring prosperity. What 
they expect is that it will bring them votes. Power to allot 
this money, just as relief funds are allotted, can be used to 
punish or reward your elected representatives. 

For nine years we have been building up deficits. Now the 
suggestion is that we continue this program for another nine 
years or more, all the while adding to the public debt. 

If this spending more than you receive is the right theory 
for government, why stop at all? If it is wise to run a 
deficit of a billion dollars a year, why not a deficit of ten 
billion dollars ? 

What have other countries done? While we have been on 
a spending spree since 1933, others have followed business- 
like programs for recovery. Consequently, many of them 
have balanced budgets. 

The net deficit for the sterling area group of 21 nations, 
with 600 millions of population, from 1935 to 1938, was 305 
million dollars. Contrast this with the accumulative United 
States deficit of $12,292,000,000 for the same period. 
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If other countries can balance their budgets, why should 
America stand out alone as the spendthrift nation, with 
accumulated debt that can never be paid? 

I wonder if the public realizes the full significance of this 
spending program? I wonder if we realize what a menace 
it is to our future? I wonder if we realize what it will mean 
for our children and their children? We have not only idle 
men and idle money, but we are creating conditions which 
will tend to increase the number of idle; conditions that will 
restrict investment and development of enterprises which 
alone can give employment. 

Recently there have been many utterances in Washington 
indicating that there might be a change in the attitude toward 
business. I wish we could believe that these promises will 
be kept. Assuming that they are sincere and that they 
mean a reversal of policy, I contend that this reversal is an 
indictment of the New Deal’s program during the past six 
years. It is an admission that the policies followed have 
not brought recovery or prosperity. It is an eleventh hour 
confession and repentance for the great mistakes that have 
been made. 

I charge that the New Deal has caused the present dis- 
tressing state of affairs; with millions unable to find work, 
with hundreds of thousands losing their homes and farms 
and business enterprises ; with the doors of opportunity closed 
to our youth. Surely our situation is not due to famine, 
drought, or any great disaster. It is due solely to the bun- 
gling administration of our economic system on the part of 
theorists, who have no idea of everyday business affairs. 

I do not question Mr. Roosevelt’s intentions. That is a 
matter which history will decide. But, in view of the 
President’s tragic failure, with all his power and all the 
money he has been given to bring this country back to pros- 
perity and its people to employment, I say, with all earnest- 
ness and emphasis, that the American people should demand 
his resignation. In every parliamentary country in the world, 
the head of the government that had been such a failure 
would have been forced to resign long ago. 

A large measure of our depression and suffering is directly 
due to the President’s desire to play politics with every ques- 
tion that arises. His first consideration is what will be the 
political effect of any measure; not what effect it will have 
on the lives and fortunes of our people. 

I say that to follow such a disastrous policy year after 
year is utterly wicked. Under the pretense of helping the 
less fortunate, he has made their plight not better, but de- 
cidedly worse. 

It is probably too much to expect to have him resign and 
admit his great failure. The alternative, of course, is to 
defeat him when he, or any one advocating a continuation 
of this destructive program, comes up for election. 

It is evident to all that we can’t continue conditions as they 
are today, without surely bringing naziism, fascism or com- 
munism in the place of our form of government. If we con- 
tinue on the road we have been traveling—continue to spend 
billions, increasing our debt, piling up tax after tax, until, 
as I have said, taxation is confiscatory; continue to hamper 
private enterprise and business so there will be no work for 
the millions now idle; if we continue the emergency powers 
given to the President and permit him to carry on further 
and further regulation, control and regimentation of every- 
thing and everybody—then we shall face ultimate disaster, 
like that which has befallen many countries that have fol- 
lowed such a course from the days of Rome to the recent 
fateful days through which Russia, Germany and Italy are 
passing. Sound economic conditions must be restored. These 
idle men and this idle money must be put to work. 

The program followed by the government in Washington 


is bound to fail, for it is based on the false promise that you 
can produce less and less on field and in factory and have 
more wealth to divide. It can’t be done. You can’t tax 
yourself into prosperity; nor can you spend yourself into 
prosperity. Furthermore, you can’t make it possible for in- 
dustry to employ more men by attacking business, frightening 
capital, and discouraging investment and development. 

Furthermore, it is not only mounting taxes but resort to 
printing press money that looms ahead on the Roosevelt- 
Eccles road of deficit spending. Then, the 40 million thrifty, 
self-supporting men and women who have savings bank de- 
posits, the 610 million who own insurance policies, and the 
rest of the investing middle class will be wiped out, and the 
bulwarks of our constitutional system will be destroyed. 

You and I and the great mass of people in America be- 
lieve in our form of government. We know that it has 
brought more blessings to millions of people than any other 
system ever developed in the world. We know that we don’t 
want to substitute for our democracy any “ism,” whatever be 
its origin, but so long as conditions are what they are in 
America today, this system of government, which means so 
much for civilization and mankind, will be in danger. 

What a glorious opportunity for political leadership. In 
the middle of the last century the Republican party rose to 
the crisis and saved the Union. It is called on again today to 
save America and our form of government. 

But the Republican party can’t do this by merely waiting 
for the party in power to be split by internal strife. The 
Republican party must have a constructive program and a 
candidate capable of carrying it into effect. 

First of all, confidence must be restored by having a na- 
tional policy worthy of confidence. Capital and business must 
have faith in the future. These absurd, silly ideas of un- 
limited spending and controlling every farm and _ business 
from Washington must be chucked into the ash can. 

Second, the farmers’ income must be restored to some- 
thing like the average of the 1920’s. Since 1929 there has 
been a total loss of our farmers’ and other raw material 
producers’ normal income of more than 50 billion dollars. 
That alone accounts for much of our depression. The 
farmers’ income can be raised without restricting production, 
fixing prices artificially, or by giving money out of the treas- 
ury to the farmers. I know the farmers. I am sure they do 
not want to be the subject of government charity. They 
want an opportunity to produce and make the most of their 
life on the land. 

We must have a really sound monetary system, an honest 
dollar of constant purchasing and debt-paying power. Con- 
gress should take from the President the tremendous power 
he now holds to change the dollar, and reassert its con- 
stitutional right “to coin money and regulate the value 
thereof.” This should be done by establishing a monetary 
authority under mandate of Congress to regulate the value of 
the dollar so that it will no longer cheat debtor or creditor; 
so that great depressions and big booms can be controlled by 
stabilizing the price level of basic commodities. 

Third, the people, rich and poor, must have restored to 
them that great force which has developed our wonderful 
country—TI mean incentive. Every individual, firm and cor- 
poration should have a fair chance to make a profit from pro- 
ducing wealth and employing labor. Instead of penalizing 
those who engage in productive enterprise, we must consider 
methods of definitely encouraging them. 

We must adopt an economy of abundance in place of a 
program of scarcity. We can have more finished goods at 
lower prices, in the reach of all, more to eat, to wear and 
enjoy, when we take off restrictions, burdens, and artificial 
regulation. 
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Fourth, we should promote and establish friendly rela- 
tions between capital and labor, and adopt means for ending 
costly strife and strikes. Other countries have found ways 
to do this. Ihe New Deal, however, has promoted friction, 
class hatred and ill feeling between employer and employee. 

To promote better labor relations, more cooperation, more 
production, we should have more sharing of profits with 
labor. A measure of tax relief for those who distribute a 
percentage of their earnings to employees would increase pur- 
chasir'g power and bring great benefits for all. 

Fifth, the expenses of government, that is, the cost of op- 
erating Bureaus and Departments, must be cut down. Money 
now spent for relief is only a fraction of the cost of our 
government. We must continue to provide relief for the 
unfortunate. This burden, however, can be rapidly cut down 
when we have an administration that will give the “Go” 
sign to free enterprise. All money appropriated for relief 
should be handled by a bi-partisan board, so that politics 
may be eliminated. As fast as possible, relief work should 
be restored to the states and to local communities, so that 
the present enormous waste may be eliminated. 

Sixth, we should have a long range plan of useful public 
works, which, when efficiently administered, would take up 
any slack in industrial employment. 

Seventh, we should formulate a long term policy for our 
international relations, so that the nation may be kept out 
of war. Our international policy should not be made a po- 
litical football, but should be such that it would have the 
approval of all the people and promote peace not only for 
America but for the rest of the world. 

The greatest contribution America can make to world 
peace is to manage our own affairs so well, to make our peo- 
ple so happy and prosperous without getting entangled into 
the affairs of other nations, that the rest of the world will 
want to follow our example and adopt our method of gov- 
ernment. 

You and I know that democracy is the best form of gov- 
ernment the world has ever known. We must continue to 
prove that it is better than fascism, naziism, communism, or 
any other “ism.”” Unless we can successfully meet the chal- 
lenge of dictatorial government, our democracy will perish. 

Whether we be Democrats or Republicans, the vast ma- 
jority of us want desirable reforms, injustices ended and the 
lot of all our people improved. No one person or group of 
persons has a monopoly on humanitarian ideals, although 
they may assume it. I yield to no one in my liberal views or 
in my sympathy with the poor and unfortunate, for I know, 
better than the President, what poverty means. We, who are 
true liberals in our thinking, object particularly to legisla- 
tion which, under the guise of reform, aims primarily at giv- 
ing the President more power, leading us toward dictatorship 
and collectivism. 

For heaven’s sake, let us digest some of the reforms already 
started before we dig up more ideas and crackpot theories 
that will cost billions and delay recovery from our spending 
debauch. 

Let us not forget that every dollar spent by the govern- 
ment is a promissory note which must be paid by the labor 
and sweat of the American people. Let us put the welfare 
of these people above party. 

I have pointed out that intolerable economic conditions 
made it possible for dictators to rise to power. If our un- 
bearable conditions are continued, we shall have to resort to 
more emergency measures, such as have already put too 
much power in the hands of one man. We must all devote 
ourselves to restoring sound economic conditions or our form 
of government will perish. 





We all know how critical has been the situation in France 
resulting from the adoption of radical ideas in government 
along the lines of our New Deal. Coming back from Mu- 
nich, Premier Daladier, confronted with a general strike, 
an incipient civil war, and an international crisis, reported 
to the President of the French republic. Now please listen 
as I quote his words: 


“That part of the French population which creates 
wealth which works for the future, is continually di- 
minishing, while part which directly or indirectly lives 
on the state is unceasingly growing. If the country 
wishes to rehabilitate its situation, it will have to pro- 
duce more in order to maintain its standard of living; 
every one should work more, and the state should spend 
less. For ourselves we see only this formula for salva- 
tion. It is elementary, but it is inescapable. In every 
field where activity might be reborn, enterprise has been 
restricted and discouraged. The creative spirit and the 
willingness to take risks have been weakened. This, let 
us admit, is the root of the evil that affects us, for it 
adds a sort of moral abdication to material difficulties.” 


How well do the words of the French Premier in the 
crisis facing that country, apply to America at the present 
time! 

There is nothing wrong with our system of government. 
It is only our bungling, ignorant failure to understand the 
causes of our troubles and know their cure, that keeps us in 
our present plight. 

Two years ago I was greatly discouraged over the future. 
I saw our Constitution in grave danger. I feared that our 
system of free enterprise was at an end. Then came the 
fight to prevent the packing of the Supreme Court which, 
thank God, was won. Next came the defeat of the original 
Reorganization Bill, which aimed to give the President 
greater powers. Then the success in resisting the President’s 
efforts to purge out of political life those who had had the 
courage and the patriotism to disagree with him. These three 
great victories gave us encouragement and hope. These vic- 
tories prove that when the nation is aroused, it can and will 
assert itself and check dangerous legislation in Washington. 

In the days ahead, we need more than ever the widest 
possible educational work so that our citizens may realize 
what is at stake, may have all the light possible on every 
question and see clearly their duties to the republic. Whether 
we shall have a government to protect us and preserve our 
liberties, a government created for us, or whether we shall 
become mere pawns of the government, subservient and in 
fear of the government—this is the great question that must 
be decided. 

I still have supreme faith in the American people. I know 
that our form of government is worth saving and must be 
saved. There is yet time to halt the march toward one-man 
rule, toward the fate that has befallen European nations. 
It is still possible for us to go forward on the road laid down 
by our forefathers under a system of free enterprise, with 
the right of the individual preserved, with opportunities for 
all. 

This country, rich in resources, with highly educated peo- 
ple, with great productive capacity, with ingenuity and skill 
unmatched, should be enjoying prosperity greater than the 
world has ever known. I am confident that it is still possible 
for America under our form of government to realize its 
great possibilities, its destinies, with an abundance of every- 
thing, happiness and prosperity for all. If every citizen will 
but do his duty, there will be no doubt about America’s 
future. 
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THE CRUX OF THE SITUATION 


By DR. HAROLD G. MOULTON, President, Brookings Institution, Washington, D. C. 
Before the United States Chamber of Commerce, Tuesday, May 2, 1939 


around which everything else revolves, upon which 

everything else depends. This problem is the expan- 
sion of production. Only thus can we eliminate unemploy- 
ment and provide a respectible means of livelihood for labor; 
only thus can we place distressed business enterprises on a 
basis of reasonable security; only thus can we alleviate the 
appalling burden of social relief; only thus can we perma- 
nently increase taxation revenues; only thus can we balance 
the federal budget and achieve financial stability; only thus 
can we raise the standards of living of the American people. 

Fortunately there now appears to be very general agree- 
ment with respect to this fundamental requirement. More- 
over, there appears to be substantial agreement that the 
expansion must take place chiefly in the field of what we call 
private capital enterprise—experience having shown that 
public enterprise alone cannot accomplish the desired end. It 
is in fields of capital enterprise that we find the greatest ac- 
cumulated deficiencies, it is here that the greatest possibilities 
for expansion and reemployment exist, and it is here that we 
must have expansion if productive capacity is to be pro- 
gressively increased and higher standards of living achieved. 

There is divided council chiefly with regard to the policies 
and methods most likely to achieve the desired ends. How- 
ever, there appears in recent months to have been some nar- 
rowing of the area of disagreement and an_ increasing 
tendency on the part of all concerned to approach the prob- 
lems with which we are concerned in genuinely constructive 
terms. Accordingly, the time is propitious for the considera- 
tion of vital issues on the basis of carefully assembled data 
and thoroughgoing analysis of current trends and require- 
ments. 

My assignment on this occasion is to consider only one 
aspect of the problem of promoting the flow of funds into 
private capital expansion. I shall discuss taxation policies as 
they relate to investment in new capital enterprise. To this 
end we must concentrate attention upon those types of taxes 
which have special bearing on the investment problem. We 
shall be concerned with the burden of taxation as a whole 
only as it helps to throw light on the investment problem. 

I wish to begin with an attempt to clarify one phase of the 
present financial situation which has been a source of wide- 
spread confusion of thought. I refer to the alleged failure of 
the growth of the public debt to produce the serious conse- 
quences which many had feared and predicted. Since the 
credit of the federal government—as gauged by its ability to 
borrow at low rates—appeared never stronger than now, 
many incline to the view that the increase of the public debt 
has as yet had no adverse effects—that it has served as a 
stimulus to business without undermining the credit of the 
government. 

The ability of the government to borrow at low rates is 
attributable mainly to the lack of satisfactory alternatives. 
Because of the stagnation in private capital markets current 
savings cannot find their accustomed outlets. Part of them 
lie idle in bank reserves; some of them have gone to bid up 
the prices of the outstanding securities of private corpora- 
tions, with resulting low yields; and some have gone to the 
purchase of government issues—particularly those of short- 
term, where the risk of ultimate loss is least. The govern- 


T= country has one central underlying problem— 


ment has simply benefited by the dearth of competing private 
demands for the available supply of investment funds. 

The other side of the picture is that the growth of the 
public debt has been steadily increasing the amount of taxes 
that must be collected—without proportionally increasing the 
taxable wealth or the tax paying capacity of the nation. In 
the main, government deficits have gone for consumptive 
purposes which—whatever indirect benefits they may yield— 
do not produce capital values which increase the revenue 
yield properties of the country. 

In short, the effects of persistent government deficits are 
manifesting themselves chiefly in connection with the growth 
of tax requirements in relation to taxable income. Our 
studies indicate that there has been a progressive increase in 
the ratio of taxes both to the gross income and to the net 
distributable income of all classes of corporation. The result 
is a constant trenching upon the sums available for wage 
payments as well as for profits. The foundations of private 
capital enterprise are thus steadily being weakened. 

Looking at the matter from the standpoint of total taxa- 
tion in relation to total national income, we find that whereas 
total taxes absorbed from 11 to 12 per cent of the national 
income in the twenties, in the years 1934 to 1937 about 17.5 
per cent was taken in taxes. In 1938 the amount absorbed 
rose sharply to 22.8 per cent—accounted for partly by a 
shrinkage in national income and partly by a substantial 
increase in the total revenues collected. The increase occurred 
both in federal and in state and local taxes. 

The growth of public indebtedness also has a profound 
psychological effect. Growing fears of ever-increasing taxes 
and of the ultimate breakdown of government credit result, 
inevitably, in timidity with respect to the safety of long-term 
ventures, both on the part of business enterprisers and of 
investors. Short-term commitments such as those involved in 
current business operations in connection with the production 
of consumer goods will be readily undertaken; but uncer- 
tainty over the future seriously restricts long-term invest- 
ment enterprise. 

The ultimate effects of government deficits not only upon 
the credit of the government but upon private investment 
find illustration in current trends in France. The following 
summary statement covering French experience during the 
last decade was written by the French Finance Minister, 
M. Paul Reynaud: 


“For four years the State absorbed the whole of our 
national savings, mainly for unproductive purposes. 
Despite all the artificial measures taken to reduce in- 
terest rates, to grant advances to traders and industrial- 
ists, the French loan market has become one of the 
dearest in the world. Everyone knows that in practice 
it is impossible to obtain mortgage loans at under 9 
or 10 per cent. Everyone knows that if there is the 
slightest risk a private borrower cannot obtain capital 
at less than 10 or 12 per cent. Between 1928 and 1937 
private issues of shares fell from 8.3 billions of francs 
to 1.2, while private issues of bonds fell from 6.4 to 2.3 
billions. The drop is large enough, but would be even 
greater if account were taken of the depreciation of the 
franc. The collapse of private borrowing is due to the 
scarcity of available capital, a scarcity due principally 
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to constant appeals from what has become almost the 
one and only borrower, the State.” 


Persistent treasury deficits and mounting indebtedness 
may thus eventually destroy private investment. 

In analyzing the American taxation system as it relates 
to investment, it is necessary to consider corporate taxes and 
individual taxes separately. The former affect the ability of 
corporations to finance their own capital expansion directly 
from their own funds and to borrow money in the market; 
while the latter affects the supply of investment capital avail- 
able. 

The principal forms of taxes which directly affect cor- 
porate enterprises are (1) the corporate income tax; (2) the 
undistributed profits tax; (3) the excise and sales taxes; (4) 
capital stock and excess profits taxes; and (5) social security 
taxes. The present system of corporation taxes has been de- 
veloped not as a coordinated program but as a series of sepa- 
rate levies designed to meet varied objectives. 

The corporate income tax is sound in principle and is 
properly one of the mainstays of the federal government. 
However, to meet various abuses, most of which were tem- 
porary in character, a number of provisions have been incor- 
porated in the law which cannot be justified as long-run 
tax policy. For example, the present system of calculating 
capital gains and losses arose out of the abnormal conditions 
existing in the early years of the depression. The present 
corporate tax structure presents difficult problems of admin- 
istration both for the management of corporations and treas- 
ury officials; and should be simplified in the interests of 
economy. Moreover, the present system results in serious 
inequities and the burden on medium and small sized com- 
panies is often particularly severe. Granted that there should 
be no reduction in the total amount of revenue derived from 
the corporate income tax, still the system should be revised 
in the interest of equity, flexibility, and simplicity of admin- 
istration. It would be much better to increase the rates on 
corporate incomes than to try to obtain a given volume of 
revenue by a system which is time consuming and costly in 
administration, inequitable in its operation, and a source of 
endless controversy and irritation. 

The undistributed profits tax had a double objective: 
First to decrease the amount of aggregate savings relatively 
to consumptive expenditures; and, second, to promote equity 
in taxation by obtaining larger sums from those in the higher 
levels of income. While the undistributed profits tax, as first 
levied, did force disbursements of larger dividends by penal- 
izing their retention, thereby increasing in some degree the 
tax receipts, it produced other results wholly unforeseen. Its 
effects were particularly serious from the point of view of 
medium and small sized companies and those having depleted 
working capital. It is safe to say that no tax ever gave rise 
to more unforeseen complications or produced more unex- 
pected results than the undistributed profits tax. 

Excise and sales taxes differ from the corporate income tax 
in that they may be passed along in whole or in part to con- 
sumers. These taxes are thus relatively unimportant from 
the standpoint of corporate earnings; and hence in their bear- 
ing upon the ability of a corporation to borrow funds for 
capital expansion or to finance capital expansion out of its 
own resources. 

The capital stock and excess profits taxes represent a curi- 
ous pair of levies. While they originated separately they have 
come to be linked together because each is necessary to the 
successful administration of the other. The capital stocks tax 
is levied on the value of the capital stock, and the excess 
profits tax on earnings. The excess profits tax is supposed to 
circumvent undervaluation of the capital stock—for the 
simple reason that the lower the valuation the higher would 


be the burden of the excess profits tax. Similarly, the levying 
of the capital stock tax serves to prevent overvaluation of 
the capital stock in order to escape the excess profits taxes. 

While this scissors scheme undoubtedly makes evasion dif- 
ficult, it does not make these taxes equitable. The amount 
of revenues collected by this pair of taxes in any given case 
depends largely upon the guess, or the hunch of the corpora- 
tion’s management as to future trends at the time it sets the 
value of the stock for taxation purposes. These taxes do not 
yield revenues in proportion to ability to pay, as measured 
either by current income or property values. Moreover, they 
seriously complicate the tax accounting problem both for cor- 
poration officials and for the staff of the treasury. 

The payroll taxes arising from the inauguration of the 
social security program have created an unexpectedly difficult 
problem—because the total volume of business and earnings 
has not expanded as has been expected. The burden of pay- 
roll taxes is moreover very unequally distributed. Measured 
in relation to earnings, the social security taxes affect various 
companies and industries quite differently. First, they apply 
both to those companies which have net earnings and those 
which have losses. Second, among those which have net 
earnings, the tax represents a varying burden since payrolls 
officer in importance from industry. In the distributive indus- 
tries, for example, the proportion of payrolls to the value of 
the product is much greater than is typically the case in man- 
ufacturing. Again there is in effect a discrimination against 
the smaller businesses for they are usually less adequately 
financed than the larger companies: the added burden may 
force them out of business. Immediately speaking, this results 
in instability and unemployment; in the long run it promotes 
large as against small-scale enterprise. 

The amount of these taxes which must be collected to 
fulfill the requirements of the Social Security program de- 
pends upon the way in which the old age annuity plan is 
administered. The present plan involves the accumulation 
through yearly payments, and the interest thereon, of a 
sum which will pay the annuity when the beneficiary reaches 
the required age. It was expected that these accumulations 
would be invested in federal government obligations yield- 
ing at least 3 per cent. But it was provided that if out- 
standing government bond issues did not yield such a rate, 
special obligations yielding 3 per cent would be issued for the 
purpose. By the end of December 1938, the government had 
issued 2 billions of such obligations, and these were turned 
over to the Social Security Board in lieu of cash collected 
from the Social Security taxes. The government is of course 
obligated to pay interest on these bonds to the Social Security 
Board. These bond accumulations are called reserves, and it 
is estimated that by 1980 the accumulation would reach 
nearly 50 billion dollars. 

Under existing procedures the payroll taxes are used for 
operating expenses of the government. Neither cash nor 
revenue producing assets is being provided by the taxes. 
Thus the accumulating obligations under the social security 
plan will have to be met by further taxation in the future. 
Such a development was not contemplated originally. It 
was assumed that the budget would be balanced and that 
the social security taxes could be used to reduce the existing 
government debt through the purchase of outstanding bonds, 
thereby lessening the government’s obligations, if not ac- 
cumulating cash or other assets. The persistence of the deficit 
has meant that such a program could not be carried out. 
The net effect of the payroll taxes to date has thus been to 
provide the government with some revenue and to keep the 
federal deficit a little lower than it would otherwise have 
been. 

As a method of raising money for the general expenses of 
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the government, it is highly inequitable in its operation. A 
part of it falls on the low income classes, and that which is 
collected from corporations is not levied with reference to 
their ability to pay. As we have seen, it bears heavily on 
small corporations. 

If there were a balanced budget and the social security 
taxes were being invested in outstanding government bonds, 
the reserve, so to speak, would be in the form of decreasing 
government liabilities rather than in the form of increased 
assets. It is apparent in any case that the so-called reserve 
is no analogous to that maintained by ordinary insurance 
companies which do not invest in their own obligations or 
create new I.0.U.’s, the payment of which would involve 
increased collections in the future from those insured. 

The alternative to the accumulation of a huge “reserve” 
is a pay-as-you-go plan. Since under the present operation 
of the system the benefits will have to be paid out of general 
taxation in the future, we should cease beguiling ourselves 
into the belief that the building up of a “reserve” has any 
economic significance. We should raise such amounts of 
social security taxes as are necessary to take care of current 
payments and to provide the modest reserves necessary to 
care for possible emergencies. 

The inauguration of this plan should be accompanied by 
the adoption of the principle of investing the modest contin- 
gent reserves that would be accumulating in outstanding 
government obligations. This implies an abolition of the 
present system of guaranteeing a 3 per cent return on the 
“reserve” in the form of government obligations delivered to 
the Security Board; the earnings on the investments should 
be determined by money market conditions at the time of 
purchase rather than be arbitrarily set at a fixed minimum 
rate which may come to be out of line with market yields. 
This plan of actually investing the tax accumulations in 
outstanding bonds necessarily means that the social security 
taxes cannot be used to meet Treasury deficits. In short, 
this analysis implies a segregation of the administration of 
the social security program from the ordinary financial 
operations of the government. 

Under the pay-as-you-go plan we would not need to have 
nearly as high rates in the early years as under the present 
plan. The rates would start at a low amount and would in- 
crease in proportion to the increased age of the groups 
affected. Instead of reaching a maximum rate of 6 per cent 
in 1949, it would not be necessary to reach the maximum 
until after 1980. The maximum rate, however, would 
ultimately have to exceed 6 per cent. 

The precise rates that should be levied at the present time 
are in some measure a matter of expediency. Inasmuch as no 
annuity payments are to be made prior to 1942, and in 
view of the fact that a considerable reserve has already been 
accumulated, the rates during the next two or three years 
might be maintained at an extremely low level in the inter- 
est of easing present tax burdens and stimulating recovery. 

The system of high personal taxes has affected invest- 
ment in a curious and wholly unexpected way. The primary 
significance of these taxes is to be found not in their effect 
upon the total volume of investment money but in the way 
they influence the direction which investment takes. In 
brief, the very high surtax rates, together with the system 
of tax-free bonds, works strongly against the sale of corporate 
securities, particularly equities, to those whose incomes fall in 
the high brackets. Taken in conjunction with the income tax 
regulations with respect to capital gains and losses, they 
place almost insuperable obstacles in the way of risk-taking 
investments. 

The simple explanation of this situation it that the chance 
of gain in stock investments in new enterprise is slight, 
while on the other hand an inducement is offered to place 


funds in the most conservative type of securities. In other 
words, on the one hand we close the door to new enterprise, 
and on the other we offer a haven of refuge. We discourage 
creative activities and place emphasis upon the conservation 
of existing assets. The result is to check economic expansion 
and progress—without it, it should be observed. in the long 
run ensuring the preservation of existing values. 

Such an outcome, of course, had not been anticipated when 
the present tax system was being developed. The system 
of tax exemptions, which is most largely applicable to local 
securities, was of course instituted without any regard to the 
ultimate establishment of a system of high surtax rates. 
Moreover, the levying of high surtaxes was dictated by 
considerations of ability to pay, the equitable distribution of 
the tax burden, the redistribution of the national income, 
etc., and no consideration was given to its possible effects, 
when taken in conjunction with the system of tax-exempt 
securities, in shifting the flow of investment from equities 
into safer havens. None of us, it is safe to say, had ac- 
curately foreseen the ways in which this portion of our 
taxation system would effect the investment process. How- 
ever, this may be, it is absolutely essential that we now 
reorient our thinking in the light of the fundamental require- 
ments of the present situation. 

We must choose between an arrested flow of funds into 
new private capital enterprise—which halts economic prog- 
ress and perpetuates stagnation—and a modification in the 
system of taxation, even if such modification appears to run 
counter to current conceptions with respect to such problems 
as justice in taxation and the redistribution of wealth through 
the medium of the tax machinery. The primary need at this 
time—outweighing every other consideration—is the stimu- 
lation of capital expansion. 

The full significance of the present tax system from the 
point of view of investment has not as yet manifested itself. 
This is because the volume of equity security offerings has 
for a number of reasons been comparatively small in recent 
years. However, once general confidence is restored and 
the way opened for business expansion on a large scale, our 
taxation policies would operate to restrict equity financing 
in a serious way. 

If financing business expansion through the sale of stocks 
is in large measure precluded as a result of the taxation sys- 
tem, such future financing as is undertaking would have to 
be in the form of bond issues, which would mean increasing 
the proportion of corporation capital that represents debt. 
Inasmuch as it is generally regarded as desirable to prevent 
corporate debt from becoming so large as to threaten in- 
solvencies in periods of business depression, some modification 
of the existing tax system appears to be an imperative 
necessity. 

In order to promote equity financing it is essential that 
there be a substantial reduction in the surtax rates in the 
upper brackets, as well as a modification in the existing 
system of computing capital gains and losses. It would seem 
to me desirable also to abolish tax exemptions so far as 
future issues are concerned. If carried out, these recom- 
mendations would encourage a shift in the direction of invest- 
ment—from bonds to equities. Such a shift in the direc- 
tion of investment is indispensable if we are to have an 
expansion of new enterprise. 

I end as I began by emphasizing that the expansion of 
new capital enterprise is the indispensable requirement. It 
is the only means of eliminating unemployment, of alleviat- 
ing the burden of public relief, of stimulating an expansion 
of production that will make possible a permanent increase 
of taxation income and a balancing of the federal budget. 
Finally, it is the only means by which the standards of living 
of the American people may be progressively raised. 
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The Role of Minerals in the Present 


International Situation 


NATURE'S INEQUALITIES ARE STUBBORN FACTS 


By C. K. LEITH, Department of Geology, University of Wisconsin 
Radio address delivered over the National Broadcasting Company in the “Frontiers of Geology” series of 
The Geological Society of America, May 8, 1939 


announced, by word and deed, that they are out for a 

redistribution of the world’s raw materials and that 
there can be no lasting peace until they have accomplished 
their purpose. Their drive is centered largely on minerals 
because these are the basis of industrial power, which is in 
turn the basis of military power. Without redistribution of 
mineral supplies they cannot get very far with their other 
ambitions for prestige or expansion, or what not. In modern 
times military power is coming more and more to be meas- 
ured in terms of guns, ships, automobiles and airplanes, in 
short, industrial products, rather than by manpower alone. 
Nations favored by possession of mineral supplies necessary 


[: recent times three prominent nations have repeatedly 


for industry are the ones which in modern times have taken 


a commanding position in world affairs. 

It happens that much the larger part of the world’s min- 
eral resources is under commercial and political control of 
the democracies, and therefore the defense of democracy and 
the defense of the mineral position more or less coincide. 

The control of the larger part of the world’s mineral 
wealth now centers in nations bordering the North Atlantic 
Basin, where the Industrial Revolution started. The great 
coal and iron supplies of these nations permitted huge indus- 
trial development, from which started the exploitation of 
supplementary mineral resources in other parts of the world. 
A great preponderance of the world’s industrial power is 
concentrated along an axis extending from the Great Lakes 
in the United States eastward through Central England and 
West Central Europe, and most of the mineral resources of 
the world are tributary to this power axis. England and the 
United States alone control, politically or commercially, 
nearly three-fourths of the world production of minerals. 
Not less important, they control the seas over which the 
products must pass. Classed with the “have” nations also 
are France and her colonies, Russia, and several smaller 
nations. 

The position of the nations dominant in the mineral trade 
is now being seriously challenged by the less privileged na- 
tions, including not only the dictatorships, but others like 
Mexico and Brazil, where nationalism is rampant and where 
the commercial hold of domestic resources by aliens is being 
weakened by nationalization of the resources. For instance, 
Mexico takes over our oil and barters it with Germany and 
Italy. 

The challenge is not temporary and not merely due to the 
whim of individuals. When population pressure outstrips 
capacity for food production, the only way to maintain or 
improve the standard of living is to provide means of pur- 
chasing food outside through the growth of industry or 
through the forcible acquisition of more territory. With the 
rapidly increasing scale of industry, the demand for the nec- 
essary raw materials becomes concentrated more and more on 
the few large mineral sources capable of meeting the new 
scale. There are not enough of them to go around among 
the nations. Therefore, deficient nations are becoming in- 
creasingly dependent on more distant sources of supply, and 


feel the need of more assured access to them in peace and 
war. As long as industry grows the demand of the “have- 
not” nations for redistribution of mineral supplies will be 
ever more insistent. Opportunity to purchase the necessary 
supplies during peace times is not regarded by the “have-not” 
nations as sufficient protection to their national interests, 
partly because the terms are dictated by the more fortunate 
nations, partly because the means of purchase are limited, 
but very largely because the supplies could be shut off during 
war or during economic boycotts. 

It is not easy for us living in a nation abundantly supplied 
with mineral resources to realize the urgency of the demand 
by the less favored nations, but if we were put in the same 
position the cause doubtless would seem a more reasonable 
one. 

The challenge of the “have-not” nations has taken various 
forms. First is the effort to find and develop domestic sup- 
plies, and to find process which will make it possible to use 
domestic supplies of submarginal grades. All possible substi- 
tutes are used for minerals which are deficient. In spite of 
minor successes, such efforts have gone far enough to demon- 
strate their essential futility. Their cost is excessive, and 
they have aggravated exchange difficulties, which lessen the 
capacity to pay for raw materials still needed from abroad. 
Nature’s inequalities are stubborn facts, which man cannot 
greatly change. The inevitable consequence is the pressure 
for control of more supplies outside through territorial ex- 
pansion. Parallel with the drive for more territory is the 
drive for commercial control of minerals, principally by the 
method of barter. 

For illustration, the net result of the effort in Germany 
to achieve self-sufficiency still leaves her dependent largely, 
in some cases wholly, on foreign sources for her requirements 
of at least 15 industrial minerals. The deficiencies in iron, 
oil and copper are the most critical because of the volume 
required. ‘The domestic production of these minerals is 
being increased, but at excessive cost, and at best by 1940 
Germany will still be dependent on foreign sources for 50 
per cent of her iron and 50 per cent of her oil, and 75 per 
cent of her copper. 

Offsetting the gains Germany has made in developments 
at home are the growing costs and difficulties of securing the 
minerals still needed from foreign sources, owing to the 
growing handicap of exchange. 

If the German domestic effort toward self-sufficiency in 
minerals promised real success, there would be less pressure 
for the return of colonies, or for the political control of new 
territory, or for expensive barter. It is just because it is not 
succeeding, and is at the same time narrowing access to the 
world raw material markets, that Germany is intensifying 
her efforts to secure raw materials, by one means or another, 
outside of her own boundaries. 

If time permitted, much the same story could be told of 
Japan and Italy. 

The invasions of Abyssinia, Austria, Czechoslovakia, Al- 
bania, Manchuria and large parts of China have done little 
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to meet the mineral requirements of the “have not” nations, 
because, generally speaking, these areas are themselves short 
of minerals. On the other hand, the barter method is for 
the present improving the mineral position of the “have-not” 
nations; at least it is bringing in mineral supplies necessary 
to build up the military machine. 

How shall the challenge be met by the democracies? 

Whatever theoretical merit there may be in the policy of 
appeasement, an examination of the actual possibilities in the 
mineral field seems to make this course impossible from the 
standpoint of practical politics. The cession of all of the 
colonies would not accomplish much, for the reason that the 
sum total of the colonial resources, which have been care- 
fully listed, is far short of the needs of the “have-not” na- 
tions. Real appeasement by this method would require the 
ceding of. considerable parts of self-governing nations, in- 
cluding English-speaking, and French and Russian domains, 
as well as supplies controlled commercially by the English- 
speaking people outside their borders, notably in South 
America and Africa. Still further, it would mean division 
of control of the sea to assure the “have-not” nations of con- 
tinuity of movements from distant territories in times of 
stress. In short, the scale of the transfer is unthinkable from 
a political standpoint. 

Much is said about the possibility of appeasement through 
elimination of trade barriers and restoration of free circu- 
lation of raw materials between countries, which is the goal 
of the Hull reciprocity treaties. In essence, however, this is 
merely an effort to restore the old status, in which the bal- 
ance of power is retained by the “have” nations by virtue of 
their possession of the larger share of the world’s mineral 
resources, and it leaves the other nations in their old inferior 
position. In a recent speech, Dr. Schacht, former president 
of the Reichsbank, called this procedure “the recipe of the 
well-to-do.” We like it of course, it is our story, but other 
nations emphatically do not, and they are out to supersede it 
by barter methods. 

My conclusion, therefore, reached with reluctance, is that 
appeasement in regard to mineral raw materials for the pres- 
ent will fail, that the privileged position of the “have” 
nations will be defended, that ultimate control will remain 
where it is, that the might inherent in their mineral position 
will continue to make right. The necessity of protecting 
democratic institutions will greatly stiffen the defense of our 
material position. 

The military preparation for this defense is already well 
under way. The preparation of defense against economic 
penetration is still sadly in arrears, but will doubtless be 
formulated, when forced by the course of events. The old 
system of international trade, backed as it is by dominant 
financial power, may hold its own against the newer methods 
of barter, but a likely outcome in the mineral field at least, 





whether we like it or not, is the wider use of barter, as a 
counter to barter. The United States has already started 
consideration of barter of wheat for tin and rubber. In 
barter, as in ordinary international trade and in military 
defense, the democracies start with the initial advantage of 
control of the dominant mineral resources. 

Assuming successful defense of the raw material position 
of the democracies; what then? Two courses seem open— 
First, an affirmative collective effort of the democracies to 
use their strong raw material position to maintain a certain 
amount of law and order in the world by use of raw mate- 
rial sanctions and embargoes. It is indeed a powerful 
weapon, if we care to use it. Second, to offer some sort of 
collective guarantee of equality of access to raw materials. 
This would require the public recognition by the “have” 
nations of the concept that their fortunate raw material posi- 
tion is one of trust, to be administered not only for their own 
material advancement, but for that of others, thereby lessen- 
ing causes of world friction. It would require a degree of 
objective thinking and of correlation of activities at home 
and abroad which is far beyond anything yet attempted or 
regarded as practical. Considerations of temporary and local 
self-interest will certainly postpone the attainment of this 
Utopian goal too long to be of material help in solving the 
immediate problem. 

The United States is the world’s largest producer, the 
largest consumer and the largest distributor of minerals and 
their products. The frontiers of our mineral industries, in- 
cluding sources and markets, extend to nearly all parts of 
the world. It is part of our domain that is ultimately at 
stake in any struggle for the redistribution of mineral re- 
sources. Even the hazard involved in any attempt to main- 
tain neutral shipping rights in this field may be enough to 
involve us in war. 

The self-sufficiency of the United States in mineral raw 
materials is relative, not absolute. If all of our imports were 
cut off, our industry would indeed return to the “horse and 
buggy days.” We could build neither an automobile nor a 
modern battleship exclusively from our own materials. Our 
standard of living is definitely threatened, and we are likely 
to resist the change, even though recognizing the appeal of 
a policy of isolation as an alternative to war. We could 
give up part of our control, but in all probability we will 
not. Our defense will certainly extend to our important 
mineral interests outside of our borders in North and South 
America, some of which are already threatened. 

We often hear the admonition, let’s mind our own busi- 
ness. Yes, let’s. We all agree. But minerals, at least, are 
peculiarly our own business, and the United States can 
scarcely avoid responsibility both for their immediate defense 
and for some future alleviation of the needs of less fortunate 
nations in the interest of future peace. 


Fifty Years of Crime 


CORRUPTION BEGETS CORRUPTION 


By J. EDGAR HOOVER, Director, Federal Bureau of Investigation, United States Department of Justice 
Before the National Fifty Years in Business Club, Nashville, Tennessee, May 20, 1939 


National Fifty Years in Business Club. I realize that 
it is my privilege, in addressing you, to speak to an in- 
visible audience of thousands of persons, for you have estab- 
lished yourselves as a very important part of our social 


I: is a distinct pleasure to meet with the members of the 


order. The sphere of your influence projects itself into 
every community in the land, and the seriousness of your 
purpose is attested by your desire to devote a portion of 
your time to the consideration of the suppression of crime. 

The keynote of your discussions has been centered around 
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the general theme of the changes during the past fifty years. 
Undoubtedly your successors fifty years from now will also 
devote much of their time and discussions to the changing 
modes. The world is never static or stagnant—it is molten 
and fluid, ever seeking new molds, ever receptive to new 
ideas. But the swift changes that constantly threaten us 
also summon us. Our greatest changes invariably present 
our finest opportunities. Even though we are rooted to the 
past, we must not forget that we belong to the future. It 
beckons with its manifold opportunities for those who wish 
to make themselves of service to mankind. 

‘The eyes of the world are focused upon America. She 
must look to you experienced men of the business world in 
facing her problems. She must seek assistance in the solu- 
tion of these problems from all of us who cherish a heart- 
felt reverence for her past and whose hearts burn with an 
inexpressible thrill for her future. The record of fifty years 
of crime in America should cause us to bow our heads in 
shame. America today is seriously threatened by lawlessness 
and the very security, happiness and welfare of our people 
are menaced. 

Crime indeed has kept pace with modern developments. 
(Jreat progress has been made in crime detection and appre- 
hension, but little has been done to strike at the sources of 
crime. While our population has doubled, crime has multi- 
plied itself. No single industry or business, fifty or even a 
hundred years old, is comparable in magnitude with the 
illegal activities of criminals. Their tentacles have found 
their way into every legitimate business and industry in the 
land. Even the almost impregnable forces of government 
have not been immune. 

Lawlessness at times has corrupted legislative halls; it 
has polluted segments of the judiciary; it has contaminated 
public office; it has even demoralized certain of our law 
enforcing agencies. Its subversive forces are gradually under- 
mining the cornerstone of American Democracy. Constantly, 
it gnaws at the vitals of our social order. The business inter- 
ests of the Nation have suffered tremendous damages from 
the plague of predatory activities. Certainly, business can 
never reach the zenith of prosperity until widespread lawless- 
ness is curbed. And it can be. 

I need make only passing reference to the extent of 
present-day lawlessness. Our annual crime bill is fifteen 
billions of dollars, or about $120 for every man, woman and 
child. This represents 400 per cent more than we annually 
spend for education, it equals our annual food bill, and 
exceeds the amount annually paid in Federal, State and 
municipal taxes. Our homes and our lives are threatened 
by an army of lawlessness numbering over 4,750,000 indi- 
viduals. 


Every 22 seconds, a serious crime is committed in our 


supposedly civilized land; every day, from dawn to dawn, 
33 of our citizens are murdered. Last year nearly 1,500,000 
serious crimes, such as murder, manslaughter, rape, robbery, 
burglary and aggravated assault, and 13,000,000 lesser 
crimes such as frauds, forgeries, embezzlements, vice and 
other assaults, were committed. To be even more realistic, 
this means that one offense occurred for every 9 persons in 
America last year. It is most disturbing to realize that crime 
in some form or other will visit at least one out of every 
four homes this year unless drastic steps are taken to stay 
the onslaught of our forces of lawlessness. There are in 
America today over 34% times more criminals than there 
are students in our colleges and universities; for every school 
teacher in America there are nearly 4%4 criminals. 

In your meetings you will discuss such matters as tariffs, 
commercial and industrial policies, fiscal and monetary mat- 


‘ing term—‘politician. 





ters, the development of foreign markets and subsidies, busi- 
ness efficiency and foreign affairs, together with scores of 
other problems. But you must realize that unless the men, 
women and children of America are safe and secure in their 
homes and business establishments, unless the lives of those 
engaged in industry can be protected, and unless whole indus- 
tries themselves can be freed from desperate, filthy 
racketeering, all these other questions become of secondary 
and perhaps minor importance. Like a pestilence, lawless- 
ness stalks through the land—more deadly than the bubonic 
plagues of old. Men of greed, like syndicated leeches, are 
sucking the life blood of the Nation. They fear only a force 
greater than theirs. 

Truly, fifty years of crime in America has culminated into 
a positive threat to our social order. Whether we like it 
or not we have been brought face to face with a crisis. Our 
future will not be determined by what we do fifty years or 
even ten years from now. It will be determined by the 
manner in which we cooperate to solve the problem of law- 
lessness now. Our task is to summon the noblest action in 
order to safeguard our Nation. This crisis calls for strong 
character and honesty in every phase of endeavor. It de- 
mands that those forces which assail our liberties be exter- 
minated with relentless justice. There can be no compromise 
between righteousness and venality. 

Corruption begets corruption. One of the worse degener- 
ative forces in American life during the past fifty years has 
been corruption in public office. Corrupt politicians make 
venal politics, and right-thinking citizens know there is but 
one answer and one remedy. Corruption must be eradicated. 
Dirt accumulates undisturbed when people grow accustomed 
to it and no longer feel ashamed. Venal machines of cor- 
ruption attain their power because of a lackadaisical atti- 
tude on the part of our citizens, which is far too prevalent. 
Few communities in the land are free from contamination 
of the syndicated leeches who masquerade behind the flatter- 
” The term “politician” when used 
correctly refers to one skilled in the science of government. 
No title is more honorable. Yet it has been prostituted and 
corrupted by sinister forces that literally steal the birth- 
rights of freeborn American citizens. To be specific I shall 
refer to a situation which indeed is not an isolated instance. 

A few years ago on election day in a great American city, 
the armed fury of entrenched interests ran wild. The polls, 
instead of becoming a place where citizens could exercise 
their inalienable rights, became the gory scene of multiple 
crimes. Then came another election. This time a brave and 
courageous Federal judge summoned a grand jury. He 
charged them with the words: “A corrupt vote is akin to 
a gun pointing at the very heart of America. If we would 
preserve America we must preserve the purity of the ballot 
box, and we must do that if our prisons and our jails are 
crowded to suffocation with those who would destroy the 
government.” The grand jury and the United States At- 
torney started to work, and so did the men of the FBI. 
That was in December of 1936. The revelations were start- 
ling. The investigation resulted in the conviction of nearly 
300 persons in Federal Court for violation of the election 
laws. In the first precinct investigated, it was found that 
after the election officials had done their work, not a single 
vote was cast for the defeated candidate. But scientific 
examination revealed that scores of ballots had been illegally 
altered. 

At 5:30 P. M. on election day a gang of thugs appeared 
at one polling place and told one of the judges “‘to get.” 
Another judge was told by a city official that if she persisted 
in counting the ballots she would be taken for a “one way 
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ride.” In another precinct it was disclosed that the ballots 
were taken behind the pulpit of a church where erasures 
and alterations were made in the interests of the machine. 
In still another precinct one of the election judges was a 
29 year old woman who had previously been arrested 7 
times for forgery, disorderly conduct, and parole viola- 
tion; she had twice been convicted and paroled. 

This machine offered its support to all of the defendants 
who were indicted and assisted them by furnishing bond. Of 
course, the leaders would be expected to say, as they did, 
that they put up the money for the bonds solely out of sym- 
pathy for the defendants in their hour of distress. They 
could see nothing wrong with this. In the trials involving 
these election frauds on various occasions defense counsel 
openly admitted that their clients had violated state laws. 
One of the fearless Federal judges was prompted to say, 
“Those who are elected to protect the people from oppression 
and prosecute violations have not acted. Not a word has 
been said in protest. There has been no move to prosecute. 
They have done nothing. There have been . . . wholesale 
violations of state laws and yet not a move has been made.” 
The grand jury continued its work. The United States 
Attorney worked. The Federal Courts and the Special 
Agents of the Federal Bureau of Investigation worked. 
Gradually citizens began to regain confidence, as righteous- 
ness registered triumph after triumph. Facts were mar- 
shalled and again the Federal government acted. The At- 
torney General of the United States, Honorable Frank 
Murphy, a man whose passion for honesty in public office 
is proverbial, stepped in—indictments were returned. Today, 
the throne of the leader of this machine is toppling. And 
the Attorney General’s challenge to public officials has echoed 
throughout the entire United States: “You hold your offices 
for one purpose alone,” he said, “and that is to serve faith- 
fully the people who are the source of your power. You 
cannot be beholden to any special leaders if you are to do 
an honest job.” 

Meeting the menace of lawlessness is not a hopeless task 
if citizens everywhere arise to their responsibility. The 
forces of decency have weapons enough if men can be found 
with the courage and honor to use them. Despite the wide- 
spread extent of crime, we have made progress. —The men 
of the FBI have been coping with similar situations for years, 
and today 96 of every 100 criminals charged with the com- 
mission of a Federal offense investigated by the FBI when 
taken into court are convicted. During the past 5 years 
over 21,000 desperate criminals have been taken into custody 
and convicted in cases investigated by the FBI. I am happy 
to say that each of these criminals had his day in court in 
the orderly manner prescribed by the Constitution. Each 
had the right of counsel with the exception of the 16 crim- 
inals who, rather than surrender, sought to resist arrest. 
Facing the guns of gangland, the Special Agents of the FBI 
had no alternative. They had to meet force with force. 

And my heart becomes heavy when I think of the 8 heroic 
Agents who sacrificed their lives in line of duty by giving 
these enemies of society the benefit of the doubt and another 
chance to surrender, or who were shot in the back. Yet 
there is a small minority who apparently value the life of 
the criminal more than that of an officer of the law or 
innocent victim, who raise their voices in protest every time 
it becomes necessary for a Special Agent to resort to the 
use of fire-arms in self defense. 

Kidnaping, that great despair to public confidence, has 
practically been conquered on every front in the Nation. 
One hundred and fifty-four times word has come to us 
since 1932 that a body has been snatched—152 times the 






cases have been completely solved and the kidnapers removed 
from society. They will kidnap and kill no more. In meet- 
ing the menace of kidnaping we have had to contend with 
crooked lawyers, renegades in public office, hide-out owners, 
money changers, undercover doctors, and others who aid 
crime by assisting its minions. I acknowledge with gratitude 
the public support which we of the FBI have received. 
Truly, it has been a heartening factor. Each case that was 
solved has made our citizens feel a little more secure. The 
two unsolved cases will never be closed until the wrong- 
doers are brought to justice. They remain a challenge te 
law and order and the men of the FBI accept that challenge. 

I have already mentioned that we have made greater 
progress in detection and apprehension of criminals than in 
the prevention of crime. I would go further and state that 
law enforcement has made as much progress in the past few 
years as any other phase of public service. Law enforcement 
has been placed on a business-like, professional basis. The 
principles of modern industry and business efficiency and 
administration which you men of commerce have developed 
have been applied to this phase of government. And cer- 
tainly we must all admit that successful law enforcement is 
a most important governmental function. 

Reporting for the organization which I have been so 
proud to head during the past 15 years, I can definitely state 
it has not been a financial liability to the taxpayers of the 
Nation. Discounting for the moment the value of its ser- 
vices which cannot be estimated in monetary terms, in cold 
dollars and cents it has cost the taxpayers $24,000,000 to 
maintain the Federal Bureau of Investigation during the 
past 5 years, and during that period we have returned or 
saved the taxpayers $182,000,000—a dividend of over $7.00 
for every dollar which has been invested in its cost of opera- 
tion. This is apart from the security of person and property 
caused by the prompt detection, arrest and conviction of 
thousands of predatory criminals. 

Fifty years ago a peace officer, | am told, when he took 
his oath of office, often was given a gun, a billy and a badge 
with the admonition, “Walk your beat and do nothing and 
do it well if you wish to succeed.” ‘Today that picture has 
changed, for law enforcement has truly achieved a pro- 
fessional status. Four years ago this summer we inaugurated 
the FBI National Police Academy, which has already gradu- 
ated 334 qualified police instructors from every state in the 
Union, Puerto Rico, the Canal Zone, Scotland Yard, the 
Royal Canadian Mounted Police, and the Quebec Provincial 
Police. The majority of these men are now operating 
police training schools, which accounts, in part at least for 
the definite improvement of law enforcement. I look to the 
day when every police department in the land will have its 
own training school. As this type of training increases from 
year to year we may confidently hope that the same effec- 
tive warfare on crime which our Bureau has been waging 
will be more and more reinforced by the enlightened co- 
operation of local agencies. 

Crimes which 50 years ago would have baffled even the 
fictional Sherlock Holmes are being solved today through 
routine investigation. Consider the case which recently 
occurred in a Pennsylvania community. In perpetrating 
a burglary, a telephone wire had been cut to prevent the 
spreading of an alarm. Later the finger of suspicion pointed 
toward one Parris Compton. He was arrested. In _ his 
pocket was found a jack-knife. An alert, well-trained police 
officer sent the knife to the FBI laboratory for scientific 
examination. To the naked eye only a single fibre was 
visible which had lodged on the blade of the knife. White- 
garbed scientists studied this single fibre under a high- 
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It was identical with the tiny fibres 


powered miscroscope. 
woven into the insulation of the severed telephone wire, 
proving that the knife was used to cut the wire. The defend- 
_ant was found guilty on evidence that stood bare and un- 


deniable, pointing to his crime. And this is but one of the 
6,000 routine cases annually handled in the FBI Crime 
Laboratory with its vast facilities available to all law en- 
forcement agencies without charge. Fifty years ago this vio- 
lation would have gone unsolved had not a confession been 
extorted from a suspect. Here justice was vindicated. Not 
only is the pen mightier than the sword, the test-tube is 
more effective than the rubber hose. And this goes on day 
atter day. 

But mere detection, apprehension and conviction are not 
sufficient. The criminal must be either reformed and re- 
habilitated or forever ostracized from society. This is the 
least that the public welfare demands. And sooner or later 
most of them come out of prison. Last year prison doors 
opened 4 times every hour, day and night. A convicted 
criminal was released on condition that he abide by certain 
terms—one of which most certainly was that he would for- 
ever lead a law-abiding life. And this situation has been 
going on year after year. Oftimes the release was obtained 
by fraud, oftimes the prisoner was released under almost no 
supervision. It was not a rare occasion that the person would 
be released because of pressure brought to bear upon public 
officials, 

The sound, humanitarian principles of parole have been 
prostituted by ill-informed sentimentalists. Increasingly this 
phase of criminal justice has been brought under public 
scrutiny. There is nothing new about parole. Twenty states 
had parole laws at the turn of the century. Only 3 out of 
the 48 states do not have parole laws today. Nevertheless, 
in addition to the Federal Parole System, only a few states 
have parole systems that work—that are worthy of the 
name of parole. Here is a problem that definitely needs the 
influence of sound business efficiency and administration. It 
is a problem which has attracted the attention of Attorney 
(seneral Murphy and has caused him to exclaim, “In the 
past not only have we failed to get the most out of parole, 
but from the beginning it has been a source of scandal.” 

The President of the United States, himself a long-time 
friend of parole, has recently said, “More than one-half of 
the persons in prison today have had to be locked up at least 
once before for a violation of the law. We have bungled in 
the manner and the method of their release.” 

With the warnings of these two great students of govern- 
ment before us, it is time that we approached the parole 
problem with a little more common sense. It is time that 
sound practical business-like methods supersede the whims 
of the gushing, well-wishing, mawkish sentimentalist. I 
believe that the public interest demands that the same prin- 
ciples be applied to the parole problem that have been ap- 
plied to the detection and apprehension of criminals. The 
guiding principal, the basic requirement, the sole considera- 
tion in judging each and every individual case in which 
parole may be administered, should be the protection of the 
public. If sentimentality and emotionalism must intervene, 
where only law and justice have their parts to play, let 
them step in to give such sustaining comfort as they may to 
menaced society. 

We face the supreme task of self-preservation in conquer- 
ing the ravaging desperado who lives by the laws which he 
chooses to obey. Either decency must prevail or we shall 
increasingly find ourselves bogged down in vice, corruption 
and crime. These three are inseparable. Find one and you 


will soon find the others. The antidote for lawlessness is 


decency and the development of character. The underworld 
would not exist except for conditions in the upperworld. Yet 
social problems cannot be differentiated from moral prob- 
lems. They are inseparable. Crime cannot be divorced from 
our social order; it is the product of our times. It can and 
must be brought to an irreducible minimum if civilization is 
to survive. 

The problem of youthful delinquency hovers over prac- 
tically every home in America. It is appalling to note that 
last year 12 per cent of our murderers, 28 per cent of our 
robbers, 24 per cent of our rapists, and 52 per cent of our 
automobile thieves, were under 21 years of age. Unfortu- 
nately, the responsibility for youthful law infraction today 
rests more upon the shoulders of the adult than it does upon 
that of youth. It exists largely because of a lack of dicipline. 
Thirty million homes hold the solution. If the younger 
generation is properly trained and the proper examples set 
before it, the safety of tomorrow is assured. It is time for 
America to resurrect that standard of parental discipline 
and guidance which did so much to create law-abiding, suc- 
cessful and forward-looking citizens in the past. Criminals 
develop in our homes, through errors of commission or omis- 
sion. Shirking responsibility seems to be one of the signs of 
the times. Though we live in a modern era, nothing is more 
important than that we insure for the future. The course is 
from the high chair. It is up to the parents to see that the 
end isn’t the electric chair. The American home holds the 
ultimate solution to our crime problem. 

American Democracy as never before looms over the 
world’s horizon as a beacon light of justice to all peoples. 
The very cornerstone of our social order is based upon the 
respect for the rights of others and an adherence to the 
expressed will of the majority. We often say with pride 
that we live in a modern age. But every generation thought 
the same. Only one thing is truly modern—the traditional 
virtues of our heritage. Even they have been assailed by 
fly-by-night schemes and theories. Since the dawn of time 
adherence to certain rules of conduct has been fundamental. 
Laws of morality cannot be violated with impunity and 
neither can the laws of nature or of man. 

Violation of the fundamental principles of sanitation and 
hygiene ultimately means incarceration or ostracism by reason 
of ill health. Violation of the laws of economics means vir- 
tual bondage. The infraction of the laws of morality, if 
not forfeiting health, will surely mar character and decency. 
Excepting nature’s catastrophes, the great disasters of the 
past 50 years have all sprung from a failure to adhere to 
lawful authority. The World War was precipitated by a 
murder and economic gangsterism. The economic crash of 
1929 followed a violation of basic economic laws. 

The greatest threat confronting the people of this Nation 
today is not hunger, communism or the fear of foreign in- 
vasion. These are but the consequences of lawlessness. 
They are the antithesis of adherence to the laws of nature 
and society. Hunger could not exist but through violation 
of economic laws and fundamental principles of social justice. 
Communism has as its basic principle the overthrow of the 
laws of our democratic social order, and it is rooted in the 
slimy wastes of lawlessness. In times like these we must of 
course be prepared against foreign invasion, but at the same 
time we must not forget that the basic cause leading to the 
decline of all civilizations in the past has been debauchery 
of law and order. Let us abide by the truism of the ages and 
place first things first. The major task of society today is 
to insure that law and order shall reign supreme. 

The pages of history are punctuated by the rise and fall of 
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dictators. They are of three types. In the first instance, 
there are those who further their own selfish purposes and 
greed by operating behind a smoke screen of pseudo benevo- 
lence. Then there are the dictators of the gangster 
racketeering type who rule by might and even create ideol- 
ogies to serve their own purposes and justify their own mis- 
deeds. No civilization has long survived under the hob- 
nailed crushing heel of might. Even our own people have 
not been wholly free of gangster racketeering dictators. In 
many communities we have seen the disastrous consequences 
of their unholy rule. We desecrate the blood of the found- 
ing fathers which was shed for liberty and freedom every 
additional day that the racketeering gangster is permitted to 
exist. And what is more, we invite our own destruction in 
not destroying him. 

The third type of dictator is the very antithesis of those 
which I have mentioned. It is the dictatorship of the people, 
for the people, and by the people. In the United States we 
call it Democracy—the dictatorship of the collective con- 
science of our people. We could just as well call it Justice, 
for America stands for that. And when Justice is not real 
—is not honest—is not the same for all peoples—then 
Democracy does not exist in its purest form. 

The true motivating spirit of our civilization must ever 
be justice. Anarchy is liberty without law. Liberty and law 
again define American Democracy. To the youth of the 
land our responsibility is great. Youth must be inspired by 
the patriotic ideals which have dominated the designers and 





the builders of our Nation. It must be protected against 
the insidious propaganda emanating from those who would 
inject into our national blood stream the vicious, seditious, 
truly alien spirit of totalitarian dogmas and doctrines, such 
as, “You must fight against the teachings which tell you to 
be a patriot in your country.” The poison gas of misrepre- 
sentation and falsehood is used by them in enormous quan- 
tities. Neither communism nor fascism has a place in our 
social order. A concerted attack upon these twin vicious 
growths of an alien soil and an alien spirit is no less heroic 
than that waged by our Minute Men at Concord. America 
cannot exist half-American and half-alien. I think we are 
all agreed that we do not want the doctrines of foreign 
extremists to spread disaffection in the United States. We 
are proud of our American form of government. If we 
want to improve on it, we will do it in our own way and in 
our own time. It is strictly an American affair and the 
quicker the rest of the world learns this, the better. 

We need have no fears so long as justice reigns and civic 
righteousness survives. Justice insures the integrity of a 
nation. Justice is character in action; it is honesty in en- 
deavor; it is conscience without a blemish; it is the answer 
to fifty years of crime and the future of America. The 
minds and hearts of our citizens must be enlisted in the 
battle to make our Nation law-abiding and law-respecting. 
Obedience to the law means liberty. This is a crusade for 
America—true Americanism must prevail. May we dedicate 
every fibre of energy we possess toward this goal. 
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MAN’S HUMANITY TO MAN 
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in St. Louis in its Annual Session. Its membership 

comprises 112,000 of the physicians of the United 
States whose avowed purpose is to promote the art and 
science of medicine and the betterment of the public health. 
By heritage and tradition the Association is committed to the 
conviction that its prime object and the social reason for its 
existence is the service it can render humanity. The Amer- 
ican profession has nobly striven to live up to this ideal, 
fighting day and night, year in and year out, winning battle 
after battle in pushing back the grim reaper, death. With 
the increasing growth of medical science the profession has 
come to a realization that the treatment of the sick, while 
still an important function, is by no means its only one: of 
even greater importance is the maintenance of health and 
the prevention of disease. Certainly it is a meritorious 
achievement to cure the sick, but is is a more glorious at- 
tainment to prevent illness with its disability, its economic 
loss, its suffering, and at times the inevitable end. Better 
medical schools have been provided with stricter educational 
requirements to the end that better doctors are produced. 
Boards of Licensure pass upon the fitness and qualifications 
of those who would engage in medical practice. Hospitals 
which formerly were but boarding houses for the sick are 
now institutions with competent staffs, trained nursing and 
personnel, scientific equipment and procedures assuring the 
dispensation of service on a plane compatible with humani- 
tarianism and modern medical knowledge. Specialty boards 
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designate the training and test the proficiency of those who 
would lay claim to special knowledge. Unqualified and loyal 
support has been given to all public health activities, par- 
ticularly with reference to its preventive aspect. 

That the profession has not been unmindful of its obliga- 
tion to render service to humanity is evidenced by the facts 
that in the sixteenth century the average duration of life 
was twenty years; at the beginning of this century it was 
thirty years and at the present time it is sixty-two years. 
This increase in life expectancy has not been accomplished 
by curing those who had become ill, but by the prevention of 
diseases which bring death and desolation in their wake. No 
longer need the people of these United States fear cholera, 
yellow fever, smallpox, typhus fever and bubonic plague, 
which spread with disastrous epidemic proportions, bringing 
terror to the hearts of our forefathers. 

The contagious diseases have been curtailed, typhoid fever 
rages no more, diphtheria has been conquered, the mortality 
from tuberculosis has been reduced seventy-five per cent, the 
diabetic can now carry on with normal activity and the 
subjects of pernicious anemia continue in their accustomed 
routine. As a result of maternal and child welfare services 
more children are reaching maturity than ever before and 
we have a society in which for the first time in the history 
of the world the percentage of the population above the age 
of fifty is an appreciable one. During these remarkable years 
the death rate has been decreased by fifty per cent and life 
expectancy has been increased by 100 per cent. During 
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1938 an all time low has been established in the death rates 
in the United States for every disease except cancer and 
heart disease. The explanation for the fact that these two 
diseases occupy positions as the leading causes of death, 
heart disease, one in every five over the age of forty, cancer, 
one in every eight women and one in every eleven men over 
the age of forty, is to be found in the greater number of 
people now living in the age levels above forty, the period 
during which these diseases exact their greatest toll. 

A problem to which the profession is at present devoting 
its energies consists in devising ways and means of prolong- 
ing the lives of those who by effort and experience through the 
years have attained the wisdom and knowledge that fits 
them for the greatest usefulness to their families and their 
communities. Both medicine and surgery with their respec- 
tive specialties are accomplishing remarkable results not only 
in saving life, but in making it possible for those afflicted by 
disease to continue as useful members of community life. 

Surgery, which until the dawn of surgical cleanliness and 
the introduction of anaesthesia, was restricted largely in its 
application to war wounds and emergencies, finds an ever 
widening field for its beneficent help. Milestone after mile- 
stone has been passed in methods of diagnosis, in the execu- 
tion of technical procedures, in the selection of patients and 
of operative methods suited to each, in the evolution of fac- 
tors for safety and in the preoperative preparation and post- 
operative care, until today the innermost recesses of the body 
are approached with confidence and reasonable safety. One 
has but to contrast the sixty per cent surgical mortality of 
the past century with the four per cent mortality today in 
the three million operations done annually in the hospitals of 
the United States and Canada to appreciate the safeguards 
with which modern medicine has surrounded us. 

The interest and objectives of the American Medical 
Association are scientific and educational. Medical science 
recognizes neither geographic nor racial boundaries: its de- 
votees come together in annual convention for interchange 
of thought and experience with an evaluation of new concepts 
and discoveries and of methods of treatment that have been 
tested in the crucible of experience to the end that they may 
give better care to the public they serve. 

Its members find their reward in a consciousness of serv- 
ice, in the approval of their confreres, in the gratification of 
their own scientific curiosity and in the satisfaction of con- 
tributing to the common fund of knowledge from which all 
may draw. It maintains comprehensive bureaus and councils 
through which medical information of value to lay people 
is distributed to the public by means of the press, periodicals, 
radiocasts and answers to personal inquiries. The Associa- 
tion recognizes that the acquisition of medical knowledge has 
been so rapid and so extensive as to create an appreciable gap 
between its accumulation and its equable distribution among 
the population dependent on it. It is engaged at the present 
time, particularly at this meeting, in studying and formulat- 
ing plans that will make available to the entire population 
the knowledge and service at its command to the end that 
medical science may contribute to its fullest to the health, 
happiness and the joy of living of all the people. 

Medicine today is probably the most liberal of all the 
professions of society. It recognizes addition to its knowledge 
from any source and the present edifice of scientific medicine 
has been reared upon the labor and contributions of innum- 
erable physicians, scientists and lay people, regardless of 
race, color or creed. Medicine is the most international of 
sciences and therefore least nationalistic. Medicine has no 
bench or bar: neither has medicine a hierarchy as in the case 


of the ecclesiastical profession. In medicine all men are alike, 
there are no castes, no orders, no class distinctions. Its de- 
votees meet on common ground in practice, in research, in 
hospitals, in schools and in conventions, where eager minds 
come together for mutual improvement and understanding. 
The advances resulting therefrom during the last two or 
three decades have given to most of mankind increasing years 
of life expectancy, freedom from pain, greater assurance of 
control of some of the most dreaded diseases, constant im- 
provement in hospital facilities and an ever-mounting number 
of discoveries and improvement in methods of diagnosis and 
treatment. 

Since the objectives of medicine is the welfare of man, it 
is but natural that the public has shown sustained and abid- 
ing interest and cooperation in all that pertains to this aim. 
Throughout the years men and women, untutored perhaps 
in the technicalities of medical science but wise in the appre- 
ciation of its possibilities, have contributed much to the ad- 
vancement of medicine through their interest and their 
financial support, joining hands with the men and women of 
science in their constant, courageous striving for better 
methods and better results. From the earliest days of this 
country public support of institutions for research purposes 
and for healing the sick has been generous. The larger foun- 
dations may hold the center of the stage because of the scope 
of their activities, but every medical school and every hospital 
is converting the public interest manifested in endowments 
and contributions into the material of which progress in 
medical science consists. 

The compilation and interpretation of vital statistics ac- 
curately records the progress in medical science as shown 
by the raising or lowering of the general health level, indi- 
cating the measures most effective in combating specific 
diseases. The result is that nowadays we do not have to 
guess, for instance, that cancer is curable—we know that it 
is and can cite actual figures running into the thousands of 
cases cured when recognized in time and treated according 
to tested methods. 

One of the chief duties of the medical profession is the ac- 
quisition and advancement of medical knowledge, its chief 
capital investment being represented by the constantly ac- 
cumulating fund of knowledge stored in the minds, ideals, 
traditions and publications of its members. 

Of equal importance is the dissemination of this knowl- 
edge, which, while also a responsibility of the profession, is 
one gloriously shared by lay organizations. Among those 
devoting unselfish efforts in this direction may be mentioned 
the Women’s Field Army of the American Society for the 
Control of Cancer, the various Anti-Tuberculosis Associa- 
tions, the League for the Prevention of Blindness, the Mental 
Hygiene Association, the Parent-Teachers Association, the 
Women’s Auxiliaries to various National bodies and others 
of similar character which are rendering excellent service. 
Under proper guidance these organizations have been able 
to bring to the public factual data and knowledge concern- 
ing disease which has enabled the profession to apply more 
efficiently its constantly increasing fund of medical science. 
The cooperation of the public with the votaries of medical 
science beautifully illustrates the possibilities and the benevo- 
lence of contributions by the profession to the public com- 
bined with contributions by the public to the profession. The 
one furnishing the scientific knowledge and technical means 
of treatment, the other philanthropically giving its time, ef- 
fort and financial support, both actuated by an altruistic im- 
pulse to help one’s fellowman. The instances of man’s in- 
humanity to man lose ground and perspective in the light 
of the magnificent example of man’s humanity to man. 
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pounds a question, “Who are our Aliens?” The 
answer depends very largely on the point of view of 
the person making the reply. 

The social service worker will reply that our aliens are the 
Popovichs, the Tonettis, and the Zamorras—families whose 
case histories the worker knows. His point of view will be 
one of sympathetic interest, and one of his main concerns, 
the solving of the social problems arising from the inter- 
relationships of the individuals or family groups with which 
he deals. 

Mention of “our aliens” to the educator will call to his 
mind the picture of scores of English and citizenship classes, 
members of which are made up from many lands, now 
gathered in classrooms studying our language, our govern- 
ment, and our customs. 

The average citizen views the alien with mixed feelings. 
Usually, he thinks of him as a foreigner who lives in another 
city, and not as the person he knows in his daily contacts. 
The barber, whom he has known for years, the man who runs 
the dairy, the fruit vendor—these are not “aliens” to the 
average man, they are Tony, or Lars, or Nick. 

To the writer or historian, the alien is quite another per- 
son. Our history is rich with the contributions of men who 
have come from other countries, and who have given of their 
ability and genius to the culture of this country. Louis 
Agassiz, the scientist, Edward Bok, the journalist, Percy 
Grainger, the musician, John Philip Holland, inventor of the 
submarine, Joseph Pulitzer—and so on through the list. 

Again, “alien” to a certain small group of people in- 
variably spells “criminal,” which is a most mistaken idea, 
as evidenced by that comparatively small group which, under 
the law, has made itself subject to deportation. Often de- 
portees who have failed to conform to some technical re- 
quirement of the immigration laws exhibit a loyalty and 
affection for this country which would do credit to a native- 
born citizen. An instance of this kind comes to mind. I had 
occasion some years ago to pick up in Washington on a de- 
portation warrant, a little Belgian, a deserting seaman. I 
went up to his dirty little room on one of the backstreets of 
Washington while he packed his few belongings. As we en- 
tered, he picked up the few worldly goods he had, and the 
last thing he did was to take down two little silk American 
flags which were hanging criss-cross above the door. I asked 
him what he was going to do with them, and it was something 
of a shock to have him reply. “They mean everything to me, 
Mister. You see, my family were all killed during the War. 
America came to mean something to me then. And I have 
been here just long enough to know it always will. I’m 
coming back legally some day—I don’t know right now how 
or when—but I’m taking these with me till I can.” And 
with that he broke off the sticks and carefully fitted the two 
little flags into his old battered suitcase. 

And so, to our Service which has to deal with the situation 
from every angle, the aliens whose cases we handle have 
come to mean a composite of various viewpoints. More 
specifically, the phrase describes approximately 3,800,000 
individuals whose status, either through immigration or 
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through naturalization proceedings, or both, makes them sub- 
ject to provisions of law over which our Service has jurisdic- 
tion, 

From the administrative view, this relationship between 
the Immigration and Naturalization Service and the group 
which makes up our alien population is one of changing pro- 
portions. During previous years in which the ebb and flow 
of immigration has been slight, and naturalization proceed- 
ings but average in volume, the Service has been able to ad- 
minister the laws under which it operates with due dispatch. 
However, in times of stress, especially where social and eco- 
nomic factors enter into the picture, the volume of work in 
both of these fields rises sharply, and, without an attendant 
increase in personnel, current handling of cases is not pos- 
sible. 

The very nature of the laws under which we operate makes 
mandatory detailed searches for data, verification of records, 
and thorough examination of applicants personally, by off- 
cers of the Service. 

We are faced at the present time with a serious problem in 
the arrearages which exist not only at the Central Office at 
Washington, but in most of the field districts, New York 
and Boston, especially. A few statistics showing the situation 
in New York will suffice to make the present status there 
clear, and to account for some of the delays which have come 
to your attention in connection with complaints which cross 
your desks. 

At Ellis Island, our last report showed that there were 
40,000 applications on Form A-2213 and 33,000, on Form 
A-2214 awaiting verification of arrivals in the Record Divi- 
sion, which totals 73,000 cases. Moreover, additional applica- 
tions are being received there in excess of any previous period, 
averaging 900 a day. At the 641 Washington Street Office, 
2,100 Forms A-2213 are pending, awaiting filing of declara- 
tions of intention. 16,700 applications on Forms A-2214 are 
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In your last issue of VITAL SPEECHES I noticed that 
you have a public speech contest advertised. I wish to tell 
you that during the last two years I have made excerpts 
from your speeches for a grammar grade contest including 
the 5th, 6th and 7th grades. We have formed a custom of 
producing every year these Oratorical Contests, and the 
D. A. R. offering prizes of books. It has now become a 
splendid community activity. This year our theme was 
Education for Democracy. Last year we celebrated the 
Observation of the Sesquicentennial. 


I just wanted to inform you how valuable VITAL 
SPEECHES is to me and the work in which I am engaged. 
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Newport News Public Schools 


anne rn errr eeeerrrrreeeeer reer rere SS 








LE TR IT 2 






















































312 





Vital Speeches of the Day 





ready awaiting the first notice to applicants for filing petitions 
for naturalization and 13,000 more are ready on which one 
or more notices have been sent. These arrearages indicate in 
a measure the lag in the other routine work of the office, 
much of which has necessarily been set aside in favor of the 
urgency of the cases above enumerated. 

The Central Office of the Service is in a comparable posi- 
tion with reference to arrearages. Just before coming up 
here, a report came to my desk which shows, for instance, 
in the Naturalization Certification Division there, a total of 
4,309 cases on hand, an arrearage of 35% days in new docu- 
ments, and 33 days in correspondence; in the Registry and 
Verification Division, 33 days arrearage; in the Visa Student 
Division, 40 days in arrears, and so on. Between the New 
York and Central Office, the arrearages in cases involving 
application Forms A-2213 for declarations, and A-2214 for 
petitions alone, total over 100,000 in number. 

In quoting these figures, it must be remembered that they 
do not represent trite, impersonal statistics. They are human 
cases, involving in many instances, distressing problems, some- 
times even of life and death. 

There is no question that the problem exists. Its extent is 
one which is appalling, and we are making every effort to 
alleviate the pressure. However, under a burden as great as 
this, only extreme measures will correct the deficiency. Added 
personnel, of course, is one of the first needs, and a request 
has been made for an increase in help for at least two of the 
hardest-pressed offices. Every effort is being exerted to keep 
routine work to a minimum, and all extraneous reports and 
action are being dispensed with where possible. 

The furnishing of temporary employees to the Service by 
the National Youth Administration has been of real assistance 
in helping to prevent the wider spread of arrearages. It must 
be pointed out, however, that temporary help of this nature 
cannot be as efficient as trained, permanent employees, and 
much time is necessarily spent in supervision of part-time 
workers of this type. Invaluable too, has been the aid afforded 
the Service through Works Progress Administration index 
projects. ‘These have not only made old records more readily 
accessible, but have also expedited the location of them. 








Patience by the public is probably the most useful quality 
we could request at this time. Particularly would this be 
helpful in cases that we are asked to “expedite.” It is no 
exaggeration to say that for every case that must be called 
out of its original order, even if for no more than a routine 
reply to the incoming query regarding its progress, possibly 
a hundred cases are delayed. 

This general delay will be understood when it is realized 
that thousands of cases are currently being handled in the 
various divisions of the Central Office alone. Upon receipt of 
a request for expedition of a case, action on which is in pro- 
cess, it is necessary to detail a special clerk to trace the file, 
in order to make even a simple report. Having located the 
file, another clerk must review the case, correspondence must 
be prepared, etc. Multiply the extra labor involved in this 
instance by the number of requests for special action, and 
you may readily see the waste of time and effort involved. 

If the public could but be impressed with the fact that 
such procedure in many cases retards the natural handling of 
the case rather than expedites it, much delay could be avoided. 
This is especially regrettable when one realizes that the 
additional labor necessary to take care of such special re- 
quests results in the further delay of numerous other cases. 

A point in fact, is that of a case which requested special 
action in order to make possible the early sailing to Europe 
of an alien woman on a pleasure trip. Expedition in such 
a case would have meant appreciably delay in the handling of 
20 other cases, action in which might involve the release of 
certain non-quota or preference-quota aliens in Central 
Europe, who may be in desperate circumstances, and who, 
under our laws, are as much entitled to consideration as is 
the person asking that expedition be granted to enable her 
sailing. 

These are some of our problems. We are not insensible of 
the responsibilities with which we are faced. We need the 
cooperation of organizations like yours in “standing by” 
while we work out a solution to our problems. And one of 
our chief objectives is to carry out the equitable administra- 
tion of the laws under which we work as the Immigration 
and Naturalization Service, with the stress on the last word. 
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